
ANNUAL REPORT 2008/2009 


Contents 

1 INTRODUCTION AND OVERVIEW 26 

1.1 THE MUNICIPAL VISION 26 

1.2 MISSION 27 

1.3 VALUES 27 

1.4 OVERVIEW OF THE MUNICIPALITY 27 

1.5 COMPOSITION, BOUNDARIES AND SIZE 27 

1.6 COMPILATION OF WARDS AND REGISTERED VOTERS 30 

2 PERFORMANCE HIGHLIGHTS 32 

3 ADMINISTRATIVE COMPONENT 36 

3.1 MANAGEMENT 36 

3.2 EMPLOYMENT EQUITY 37 

3.3 OVERALL ORGANIZATIONAL STRUCTURE 40 

4 ANNUAL FINANICAL STATEMENTS 44 

4.1 ACTION PLAN TO ADDRESS ISSUES RAISED DURING THE EXTERNAL 

AUDIT 118 

5 SERVICE DELIVERY ANALYSIS 120 

5.1 SANITATION 120 

5.2 STREETS AND STORM-WATER 122 

5.3 ELECTRICITY AND LIGHTS 124 

5.4 WASTE MANAGEMENT 126 

5.5 WATER 128 

5.6 CEMETERIES 130 

5.7 HOUSING 132 

5.8 NON-CORE FUNCTIONS 133 


Page 24 


Chapter 1 Introduction and Overview 


1 INTRODUCTION AND O VERVIEW 


Mayor’s Foreword 

The Constitution of the Republic of South Africa, 1996 outlines the following objects for local 
municipalities: 

• to provide democratic and accountable government for local communities; 

• to ensure the provision of services to communities in a sustainable manner; 

• to promote social and economic development; 

• to promote a save and healthy environment; and 

• to encourage the involvement of communities and community organizations in the matters 
of the municipality. 

Local Government is seen as a starting point wherein growth and development should take 
place. Naledi Municipality with the limited resources it possesses seeks to explore the existing 
potential and transcend the barriers by delivering a service that is sustainable. We have shown 
the commitment through establishing a developmental budget that seeks to address the 
disparities and inequities that exists. Now is the time to measure the performance of Naledi 
Municipality for the year ending 30 June 2009 against the above objectives. I can say 
unequivocally that: 

• The municipality has provided a democratic and accountable government to the 
communities of Naledi; 

• Council takes pride in the high standard and affordability of services; 

• The dedication of the welfare department shows Council's commitment and care to the poor; 

• Council has laid down the infrastructure necessary to enhance an environment in which 
economic growth can take place; 

• Council joined hands with the Provincial Government to promote a safe and healthy 
environment; 

• Basic services, i.e. potable water, refuse removal and sewerage disposal, were delivered 
without interruption; 

• Council is determined to give practical meaning to the broad objectives of the Constitution, 
within its available resources. 

I am grateful to the Councillors, the Municipal Manager, Heads of Department and all personnel 
for their support, friendly co-operation and hard work during the past year. 


1.1 The Municipal Vision 

Focussing on the identified needs, development issues and priorities, the common aspirations 
and local identity of all concerned parties is reflected in the following vision statement: 

Shared Vision statement for NALEDI 

“A constantly progressive municipality where quality services and a healthy and safe 
environment empower the harmonised community to develop their own” 
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1.2 Mission 


To work as a committed team towards achieving the municipality’s objectives by means of the 
following: 

> Improve our capacity in terms of resources 

> Ensure effective communication and consultation between all stakeholders 

> Absolute commitment towards the implementation of our plans, programmes and strategies 

> Strengthening our institutional capacity 

> Develop a clear understanding, interpretation and implementation of Local Government 
Legislation and Policies 

> Ensure proper accountability relating to clear roles and responsibilities. 

1.3 Values 

> Democratic values 

> Good governance 

> Transparency 

> Honesty 

> Trust 

> Equity 

> Commitment 

> Accountability 

> Professional approach 

1.4 Overview of the Municipality 

The Naledi Local Municipality was established in terms of Section 14 of the Local Government: 
Municipal Structure Act, Act No 117 of 1998 and was published in Provincial Gazette No 109 
dated 28 September 2000. This Local Municipality is a category B municipality with a plenary 
executive system as contemplated in Section 3(b) of the Determination of Types of Municipality 
Act, 2000 (Act No 1 of 2000). 

The powers and functions assigned to the Municipality are stipulated in sections 156 and 229 of 
the Constitution and Sections 83 and 84 of the Local Government: Municipal Structures Act, 
1998. 

1.4.1 Institutional Profile - Political component [Plenary Council] 

The Council of Naledi local municipality consists of a total of 8 councillors, 4 of which are Ward 
councilors and 4 Proportional Representative Councillors. Only the mayor/speaker is full-time 
and there is also 1 Council Whip. 

1.5 Composition, boundaries and size 

Naledi is situated in the south eastern Free State, and forms part of Motheo District Municipality 
area. The local municipality area measures 11 933.24 km^ and comprises the former TLCs of 
Dewetsdorp, Wepener, Van Stadensrus, as well as a part of the former South East, Central 
South and Bloemarea District TRCs. The individual sizes of these areas are indicated in the 
table below: 
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Tablel.5.1: Composition and size of municipal area 


COMPONENT 

SIZE (km") 

Dewetsdorp 

2 511.43 

Wepener & Van Stadenrus 

1 749.15 

Farmland 

7 672.66 

TOTAL 

11 933.24 


Source: Urban Dynamics, 2002 

Population Profile 

The population size within the entire municipal area is estimated at 21 145 people for 
2007/2008 financial year, as indicated in the table below: 

Table 1.5.2: Population Profile 


NALEDI 

PROJECTED COMMUNITY POPULATION PER ANNUM 



BASELINE 

2003/2004,2004/2005 

2005/2006 

2006/2007 

2007/2008 

est 

2008/2009 1 

est 

2009/2010 

est 

WEPENER 

1945 

1969 

1992 

2 016 

2 038 

2 061 

2 082; 

2 104 

Ebenhaezerhoogte 

916 

927 

938 

949 

960 

970 

98 1| 

991 

Qibing 

5 123 

5 186 

5 248 

5 309 

5 369 

5 428 

5 485 

5 541 

Kanana 

2 063 

2 088 

2 113 

2 138 

2 162 

2186 

2 20g 

2 231 

DEWETSDORP 

1067 

1 080 

1093 

1106 

1 118 

1130 

1142; 

1 154 

Morojaneng 

7 826 

7 922 

8 017 

8 110 

8 202 

8 291 

8 379 

8 465 

VANSTADENSRUS 

141 

143 

144 

146 

148 

149 

15li 

153 

Thapelong 

878 

889 

899 

910 

920 

930 

940, 

950 

Total 

19 959 

20 205 

20 446 

20 684 

20 917 

21145 

21 370| 

21 589 


Source: Motheo DM baseline info, 2003 


From the above it is evident that the population is fairly evenly spread across the two larger 
towns of Dewetsdorp and Wepener. There is however no definite predominant urban 
concentration of people, although Wepener has fairly higher population numbers. There is a 
constant increase in migration of people from the rural areas to the towns and this creates 
pressure on urban infrastructure and services. 
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General Statistical Figures as per Statistics SA 2001 

Table 1.5.3:_Naledi by population group and gender 


FS 171 NALEDI 

TOTAL 

BLACK 

AFRICAN 

COLOURED 

INDIAN 

/ASIAN 

WHITE 

TOTAL 

MALE 

11,848 

484 

52 

843 

13,226 

FEMALE 

12,936 

451 

42 

823 

14,252 

TOTAL 

24,784 

935 

94 

1,666 

27,478 


Table 1.5.4: Industry by geography for person weighted, 16-35 


INDUSTRY 

FS 171: NALEDI 

FREE STATE 

Agriculture, hunting, forestry & fishing 

800 

48,095 

Mining & quarrying 

7 

13,949 

Manufacturing 

37 

25,063 

Electricity, gas & water supply 

39 

1,459 

Construction 

96 

8,831 

Wholesale & retail trade 

200 

37,840 

Transport, storage & communication 

34 

8,548 

Financial, insurance, real estate and business services 

62 

17,474 

Community, social and personal services 

340 

44,348 

Other and not adequately defined 

- 

18 

Private households 

437 

27,428 

Undetermined 

434 

21,732 

NA 

6,960 

724,024 


Cells in this table have been randomly adjusted to avoid the release of confidential data 
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Table 1.5.5: Education level recode (derived) by geography for person weighted, 16-35 


EDUCATION LEVEL 

FS 171 NALEDI 

FREE STATE 

Not applicable 

- 

- 

No schooling 

525 

55,052 

Some primary 

2,407 

137,116 

Complete primary 

1,100 

80,995 

Some secondary 

3,800 

439,057 

Std 10/ grade 12 

1,307 

213,135 


1.6 Compilation of wards and registered voters 

The Naledi area of jurisdiction consists of 4 wards with a total of 12 677 registered voters. The 
distribution of these voters amongst the different voting wards is indicated below: 

Ward 1: 3 479 voters 
Ward 2: 2 716 voters 
Ward 3: 3 013 voters 
Ward 4: 3 469 voters 
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Chapter 2: Performance Highlights 


2 PERFORMr.NCE HIGHLIGHTS 

The following capital expenditure projects were derived from the identified development 
strategies. The municipality was of the opinion that it was necessary to formulate sufficiently 
detailed project proposals in order to ensure an executive direction for the implementation of the 
projects. The municipality did not implement all the projects as planned due to financial 
constraints. The projects completed were the electrification of 61 households in Dewetsdorp as 
well as the construction of a 1 500 mega-litters reservoir in Wepener The projects planned for 
the 2008/2009 financial year were as follows: 


Table 2.1 1: Medium Term Expenditure Framework 


IDP no 

Project Description 

Budget 

Budget 

Budget 



2007-2008 

2008-2009 

2009 -2010 

LOCAL ECONOMIC DEVELOPMENl 

r 

LED 2003.04 

Extension of Wepener Poultry 
Farm 

650,000 



LED 2006.03 

Marketing Plan 

200,000 

- 

- 

LED.2006.12 

Construction of Arts and Crafts 

Centre 



4,000,000 

SUB-TOTAL 

850,000 

- 

4,000,000 

SANITATION 

SAN 2005.05 

Waterborne Sanitation Section 5 
- Dewetsdorp 

3,450,000 



San 2006.06 

Construction of Waterborne 
Sanitation (200)Van Stadensrus 



5,000,000 

San 2006.02 

Upgrading of Main Sewer lines 
(l,9km)-Dewetsdorp 


6,300,000 


San 2002.04 

Construction of Waste Water 
Treatment Plant-Wepener 

7,700,000 




Page 32 











IDP no 


Project Description 


Budget 

2007-2008 


Budget 

2008-2009 


Budget 
2009 -2010 








Sewer treatment plant - Van 
Stadensrus 

250,000 



SUB-TOTAL 

11,400,000 

6,300,000 

5,000,000 

WATER 

WAT 2006.02 

Provision of Water network(200 
sites)-Van Stadensrus 



1,500,000 

WAT 2006.01 

Erection of water Pressure 

Tower Wepener 

4,000,000 



WAT 

Drought Relief - Wepener 

500,000 

- 

- 

WAT 

Erection of water network (1 
Megalitre) Dewetsdorp 


1,400,000 


WAT 

Storm-water Master Plan 

1,100,000 

- 

- 

SUB-TOTAL 

5,600,000 

1,400,000 

1,500,000 

ELECTF 

>- 

1- 

o 

ELC 

2006.01 

Electrification of 350 Households in 
Dewetsdorp 

500,000 



SUB-TOTA 

L 

500,000 

- 

- 

ROADS, STREETS A 

ND STORMWATER 

STR2006.01 

Paving of access roads 
(2.0km)-Wepener 


4,000,000 


STR2006.02 

Paving of access roads 
(1.5km)-Van Stadensrus 


3,000,000 


STR2006.03 

Paving of access roads 
(2.5km)-Dewetsdorp 


5,000,000 


STR 2006.04 

Upgrading of Tarred Roads (2.6 
km) - Dewetsdorp 


4,700,000 


STR 2006.05 

Upgrading of Tarred Roads (2.4 
km) - Wepener 


4,400,000 


STR 2006.06 

Upgrading of Tarred Roads (1 
km) - Van Stadensrus 


1,800,000 
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IDP no 

Project Description 

Budget 

2007-2008 

Budget 

2008-2009 

Budget 

2009 -2010 

STR 2006.07 

Storm water Channels (4 km)- 
Wepener 


8,000,000 


STR 2006.08 

Storm water Channel(1.35km)- 
Dewetsdorp 


3,500,000 


STR 2006.09 

Storm water Channel(lkm)- 
Dewetsdorp 


2,900,000 


SUB-TOTAL 

- 

37,300,000 

- 

Waste Management 

WST 2006.01 

Upgrading of Waste Disposal 
Sites-Dewetsdorp 



1,800,000 

SUB-TOTAL 

- 

- 

1,800,000 

SPORTS AND F 

[ECREATION 

SPT 2006.01 

Van Stadensrus Multi Purpose 
Sports Centre 

4,000,000 



SUB-TOTAL 

4,000,000 

- 

- 

TOTAL CAPITAL PROJECTS 

22,350,000 

45,000,000 

12,300,000 


Table 2.2 2: projects funded by sector departments 


IDP no 

Project Description 

Budget 

Budget 

Budget 



2007-2008 

2008-2009 

2009-2010 

STR 2005.04 

Upgrading of Caledon Bridge 

R89 million 

- 

- 

EDU 2002.01 

Construction of New Library 



To be 

confirmed 

HSN 2002.01 

Township Establishment 

R200,000 

R200,000 

- 

LED 2003.01 

Wepener Taxi Rank 

R700,000 

R5 million 

R3 million 

HLW 2005.02 

Construction of 24Hrs Clinic- 
Dewetsdorp 

To be 

confirmed 
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Chapter 3: Human Resource and other 
Organisational Management 


3 /^.PMINISTRATIVE COMPONENT 

The Municipality has a total workforce of 138 employees and 13 temporary employees. 
Personnel cost constitutes 23% the Municipality’s total Operating Budget. 

In order to deliver an effective human resource management function to its workforce, the 
municipality has developed the following strategies, plans and policies: 


Sexual and Other Harassment Policy 

29 January 2007 

Smoking Policy 

29 January 2007 

Staff Performance Management Policy 

29 January 2007 

Rainy Day Policy 

29 January 2007 

Substance Abuse Policy(Alcohol and Drugs) 

29 January 2007 

Career/ Succession Planning Policy 

29 January 2007 

Recruitment Policy 

29 January 2007 

Record Management Policy 

29 January 2007 

Vehicle Usage and Vehicle Accident Policy 

29 January 2007 

HIV/AIDS Policy 

29 January 2007 

Network Policy 

29 January 2007 

Promotion and Transfer Policy 

29 January 2007 

Cemetery Block Policy 

29 January 2007 


3.1 Management 

The Municipal Manager is the Accounting Officer of the Municipality. He is the head of the 
administration, and primarily has to serve as chief custodian of service delivery and 
implementation of political priorities. He is assisted by his directors. The Management team is 
supported by staff employed by the municipality to deliver on municipal services and political 
priorities. The Municipal Manager and Directors are appointed on a fixed term contract period 
(MSA, S57). 

The actual positions filled per post level and per functional level are indicated in the tables 
below: 
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Table 3.1 S57 Manager appointee 

1 

PORTFOLIO 

NAME 

Municipal Manager 

Mr. M. Lerata 

Corporate Services 

Manager 

Me. Caroline Mokgothu 

Chief Financial Officer 

Mr. M. Mokgoke 

Technical Services Manager 

Mr. E. Motsoane 


The actual positions filled per post level and per functional level are indicated in the tables 
below: 


Table 3.2 vacant posts per level 


Functional Area 

Filled 

Vacant 

MM & MSA Section 57 

4 

- 

Middle Management 

12 

2 

Supervisors(Junior 

Managers) 

11 

3 

Clerks 

9 

2 

General Workers 

102 

- 

TOTAL 

138 

7 


Table 3.3 personnel expenditure to total budget 


Financial year 

Total Expenditure 
salary and 
allowances 
(R’OOO) 

Total Operating 
Expenditure 
(R’OOO) 

Percentage 

(%) 

2006/07 

13,291,394 

22,298,861 

59,61 

2007/08 

14,414,536 

40,605,638 

29.66 

2008/09 

12,170,253 

43,620,517 

22.87 


3.2 Employment equity 

The Employment Equity Act dictates that all workplaces promote equity in terms of gender, race 
and disability. Total number of employees determines frequency for submission of employment 
equity plan. Therefore, Naledi Municipality qualifies to submit such report by monthly due to its 
low population. The municipality has an approved employment equity plan that is implemented 
when all vacant posts are filled. 

Number of employees in each of the following occupational categories: 


Table 3.2.1 employees per race and gender category 


Occupational 

Categories 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloure 

d 

Indian 

White 











Top 

Management 

4 

- 

- 

- 

- 

- 

- 

- 

4 

Middle 

Management 

2 

- 

- 

- 

- 

- 

- 

- 

2 
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Occupational 

Categories 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloure 

d 

Indian 

White 

Professionally 
qualified and 
Experienced 
Specialist 

5 



1 

3 




9 

Skilled Technical 
and 

academically 

qualified 

workers, junior 

management, 

supervisors, 

foreman and 

superintendents 

14 



2 

11 


1 

1 

28 

Semi-skilled 
qualified and 
discretionary 
decision making 

60 

2 



26 

4 



92 

Plant and 
machine 
operators and 
assemblers 

3 








3 

TOTAL 

PERMANENT 

88 

2 

- 

3 

44 

4 

1 

3 

138 

Non- 

Permanent 

employees( 

Temps) 

10 




3 




13 

TOTAL 

98 

2 

- 

3 

47 

4 

1 

3 

151 


Recruitment (total number of new recruits during the year) 


Table 3.2.2 Recruitment per gender and race category 


Occupationa 

1 Categories 

Male 

Female 

TOTAL 

African 

Coloure 

d 

Indian 

White 

African 

Coloure 

d 

Indian 

White 

Top 

Management 

4 

- 

- 

- 

- 

- 

- 

- 

4 

Middle 

Management 

1 

- 

- 

- 

- 

- 

- 

- 

1 

Professional! 
y qualified 
and 

Experienced 

Specialist 










Skilled 

Technical 

and 

academically 

qualified 

workers, 

junior 

management, 
supervisors, 
foreman and 
superintende 
nts 

2 




1 




3 
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Occupationa 

1 Categories 

Male 

Female 

TOTAL 

African 

Coloure 

d 

Indian 

White 

African 

Coloure 

d 

Indian 

White 

Semi-skilled 
qualified and 
discretionary 
decision 
making 

4 




4 




8 

Unskilled and 
defined 
decision 
making 

1 




2 




3 

TOTAL 

PERMANEN 

T 

12 




7 




19 

People with 
disabilities 

- 

- 

- 

- 

- 

- 

- 

- 

- 


Termination (Total number of terminations in each occupational level during the year) 


Table 3.2.3 Terminations per gender and race category 


Occupationa 

1 Categories 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloured 

Indian 

White 

Top 

Management 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Middle 

Management 

1 

- 

- 

- 

- 

- 

- 

- 

1 

Professional! 
y qualified 
and 

Experienced 

Specialist 










Skilled 

Technical 

and 

academically 

qualified 

workers, 

junior 

management, 
supervisors, 
foreman and 
superintende 
nts 










Semi-skilled 
qualified and 
discretionary 
decision 
making 
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Occupationa 

1 Categories 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloured 

Indian 

White 

Unskilled and 
defined 
decision 
making 










TOTAL 

PERMANEN 

T 

1 








1 

People with 
disabilities 

- 

- 

- 

- 

- 

- 

- 

- 

- 


Termination Categories: (Total number of terminations in each category during the year) 

Table 3.2.4 Terminations per gender, race and category 


Terminations 

Male 

Female 

TOTAL 

African 

Coloured 

Indian 

White 

African 

Coloured 

Indian 

White 

Resignation 

1 

- 

- 

- 

- 

- 

- 

- 

1 

Non- renewal of 
contract 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Dismissal- 

Operational 

requirements( 

retrenchment) 

1 








1 

Dismissal- 

misconduct 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Dismissal- 

Incapacity 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Deceased 

6 

- 

- 

- 

1 

- 

- 

- 

7 

TOTAL 

8 

- 

- 

- 

1 

- 

- 

- 

9 


3.3 Overall organizational structure 
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The Council is as follows: 


NAME 

POLITICAL PARTY 

WARD 

P. Motloi 

ANC 

Proportional Representative Councilor 

N. Madidilane 

ANC 

Proportional Representative Councilor 

T. Mokheseng 

ANC 

Ward 3 

T. Kole 

ANC 

Ward 4 

M. Mifi 

ANC 

Ward 1 

N. Moroe 

ID 

Ward 2 

F. Filda 

ID 

Proportional Representative Councilor 

B. Van Heerden 

DA 

Proportional Representative Councilor 


Core Components of the Administrative wing of the municipality 
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Component 

Key Performance Area 

Municipal Manager’s Office 

♦ Basic Service Delivery and Infrastructure 

M Lerata - Municipal Manager 

Investment; 

♦ Municipal Institutional Development and 

Transformation; 

♦ Local Economic Development; 

♦ Municipal Financial Viability and 

Management; and 

♦ Good Governance and Public Participation. 

Corporate Services and Social 
Development 

♦ Municipal Institutional Development and 

Transformation 

C Mokgothu - Director -Corporate Services 

♦ Basic Service Delivery and Infrastructure 

Investment; 

♦ Local Economic Development 

Technical Services 

♦ Basic Service Delivery and Infrastructure 

E Motsoane- Director - Technical services 

Investment; 

Financial Services 

♦ Municipal Financial Viability and 

M Mokgoke - Chief financial officer 

Management 
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Chapter 4: Audited Statements and 
Related Financial Information 


FINi^.NICi^4L STATEMENTS 


Naledi Local Municipality 


Financial statements 

for the year ended 30 June 2009 
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Naledi Local Municipality 


General information 

for the year ended 30 June 2009 


Members of the Naledi Local Municipal Council 

Mr. MP Motloi 
Ms. NE Moroe 
Mr. MP Filda 
Mr. B Van Heerden 
N.A. Lebeko 
Mr. J.B. Thomas 
Mr. M.A. Motaung 
Mr. K.J. Mojoea 


Mayor/Speaker 

Member 

Member 

Member 

Member 

Member 

Member 

Member 


Municipal Manager 

Mr. M. Seoke (Acting until April 2009) 
Mr. M.T. Lerata (Appointed 7 May 2009) 


Chief Financial Officer 

L. Mofokeng (Acting until September 2008) 
Mr. M. Mokgoke 


Grading of local authority 

Grade B 

Auditor’s 

Auditor-General 


Bankers 

ABSA 
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Naledi Local Municipality 


General information 

for the year ended 30 June 2009 (continued) 

Registered office 

Physical address: 

Municipal Building 
Brand Street 
Dewetsdorp 
9940 

Postal address: 

Private Bag XI 

Dewetsdorp 

9940 

Telephone number: 

051 - 541 0012 
Fax number: 

051 - 541 0556 

E-mail address: 

martini® naledimun.co.za 

Map of the Naledi Local Municipality 

A map of the local authority is available on request at the Council offices. 
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Naledi Local Municipality 


Approval of the financial statements 

for the year ended 30 June 2009 


The annual financial statements set out on pages 56 to 69 were approved. 


Municipal Manager (M Lerata) 31 August 2009 
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Naledi Local Municipality 
Foreword to the financial statements 

for the year ended 30 June 2009 

The Constitution of the Republic of South Africa, 1996 outlines the following objects for local 
municipalities: 

> to provide democratic and accountable government for local communities 

> to ensure the provision of services to communities in a sustainable manner 

> to promote social and economic development 

> to promote a save and healthy environment 

> to encourage the involvement of communities and community organizations in the matters of the 
municipality 


Local Government is seen as a starting point wherein growth and development should take place. 
Naledi Municipality with the limited resources it possesses seeks to explore the existing potential and 
transcend the barriers by delivering a service that is sustainable. We have shown the commitment 
through establishing a development budget that seeks to address the disparities and inequities that 
exists. 

Now is the time to measure the performances of Naledi Municipality for the year ending 30 June 2009 
against the above objectives. 

I can say that unequivocally that: 

• The municipality has provided a democratic and accountable government to the communities of 
Naledi; Council takes pride in the high standard and affordability of services; 


• The dedication of welfare department shows Council’s commitment and care to the poor; Council 
has laid down the infrastructure necessary to enhance an environment in which economic growth 
can take place; 


• Council joined hands with the Provincial Government to promote a safe and healthy environment; 
Basis services, i.e. potable water, refuse removal and sewerage disposal, were without interruption; 
and 


• Council is determined to give practical meaning to the broad objectives of the Constitution, within its 
available resources. 


I am grateful to the Councillor, the Municipal Manager, Heads of Department and all personnel for their 
support, friendly co-operation and hard work during the past year. 


M P Motloi 
Mayor 

31 August 2009 
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Naledi Local Municipality 


Report of Ramathe Chartered Accountants to the Members of Naledi Local 
Municipality 

for the year ended 30 June 2009 


We have compiled the financial statements of the Naledi Municipality for the year ended 30 June 
2009 as set out on pages 56 to 69 in accordance with International Auditing Standards applicable to 
compilation engagements. 


Management is responsible for these financial statements. We have not audited nor reviewed these 
financial statements and accordingly express no opinion thereon. 


Ramathe Chartered Accountants 
Registered Auditors & Accountants 
31 August 2009 
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Naledi Local Municipality 


Report of the Auditor-General 

for the year ended 30 June 2009 

The Auditor-General will issue his report upon finalisation of the audit. 
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4.1 REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS 
AND PERFORMANCE INFORMATION OF NALEDI LOCAL 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

4.2 REPORT ON THE FINANCIAL STATEMENTS 

4.2.1 Introduction 

1. I have audited the accompanying financial statements of the Naledi Local Municipality which 
comprise the balance sheet as at 30 June 2009, income statement and the cash flow statement for 
the year then ended, and a summary of significant accounting policies and other explanatory notes, 
as set out on pages 74 to 116. 

4.2.2 Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the entity-specific basis of accounting, as set out in accounting 
policy note 1 and in the manner required by the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) (MFMA) and for such internal control as the 
accounting officer determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 

4.2.3 Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with 
section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 126(3) of the MFMA, 
my responsibility is to express an opinion on these financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing read with General 
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Those standards 
require that I comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 

4.2.4 Basis for adverse opinion 

Fixed assets 

7. Fixed assets as disclosed in note 5 to the financial statements have been understated by the 
amount of R46 632 200 in the current year and R39 776 341 in the prior year. In addition to the 
understatement, sufficient appropriate audit evidence could not be obtained as to the 
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completeness, rights of ownership, existence and valuation of the amount disclosed to the value of 
R166 513 815 (2008: R166 230 507) due to the following: 

a) According to the municipality’s accounting policy, fixed assets are stated at “historical cost, or at 
valuation (based on the market price at date of acquisition), where assets have been acquired by 
grant or donation. While they are in existence and fit for use, except in case of bulk assets which 
are written off at the end of their estimated life as determined by the CFO and approved by 
Council”. The following discrepancies were noted: 

i) The existence of the Wepener swimming pool was physically verified and it was found that its 
condition had deteriorated over the years and consequently it was not fit for use. Sufficient 
appropriate evidence could not be obtained to confirm that management took action to improve 
the condition. The asset was still included in the fixed asset register which forms part of the 
historical costs of fixed assets as disclosed in the notes to the financial statements. The 
municipality did not perform periodic asset counts during the period under review. Had this 
asset been properly valued and written off as being unfit for use, the historical costs of fixed 
assets as disclosed in note 5 to the financial statements as well as loans redeemed and other 
capital receipts would have been reduced by R392 000. This was also reported in the prior year 
and no action was taken by the management of the municipality. 

ii) Properties to the value of R46 718 745 in the current year and R40 338 470 in the prior year 
were identified in the valuation roll but could not be traced to the asset register; consequently, 
these were not included in the amount recorded in the financial statement as the asset register 
is the only record held by the municipality to support the fixed assets disclosed in note 5 to the 
financial statements. Had these assets been included in the financial statements, the amount 
disclosed in note 5 to the financial statements would have been increased by R46 718 745. 

b) The municipality’s accounting policy states: “Fixed assets held under finance lease are capitalised. 
Such assets are effectively amortised over the term of the lease agreements. Finance charges are 
allocated to accounting period over the duration of the leases, by the effective interest rate method 
which reflects the extent and cost of lease finance, utilised in each accounting period. All other 
leases are treated as operating leases and the relevant rentals are charged to the operating 
account in a systematic manner related to the period of the assets concerned”. The amount 
disclosed in note 8 relates to the agreements entered into to lease office equipment, which 
constitutes finance leases and should be capitalised as fixed assets. These leases were not 
capitalised and the corresponding liability was not raised. Consequently, operating leases 
amounting to R933 468 in the current year and R505 296 in the prior year are overstated and fixed 
assets understated by the same amounts. 

c) The municipality entered into a service level agreement with an independent service provider to 
outsource the provision of electricity services. The service delivery agreement requires the 
electrical service provider to maintain bookkeeping and prepare the annual financial statements in 
respect of electricity provision to annually provide the municipality with the surplus or deficit in the 
operational account. The electrical service provider’s confirmation of the surplus or deficit in the 
operational account includes a balance for fixed assets relating to assets of the municipality utilised 
by the service provider in fulfilling the terms of the agreement which was not considered during the 
preparation of the financial statements. This is as a result of a decision taken by management due 
to incorrect interpretation of the service level agreement and was not considered as a confirmation 
from the electrical service provider of the financial information of the municipality; consequently, 
fixed assets as disclosed in note 5 to the financial statements are understated by R 878 455. 

d) Included in note 5 to the financial statements are sundry assets with a negative balance as at 30 
June 2009 amounting to R361 456. This is as a result of a journal processed through the 
appropriation account to reduce the balance of these assets by an amount of R594 675. 
Consequently, assets were understated and accumulated surplus overstated by R594 675. 
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e) The showgrounds property was recorded in the asset register of the municipality at a value of R573 
000. According to the valuation roll, this is not a property of the municipality as it is registered in the 
name of a private entity. Had the asset been removed from the asset register, fixed assets as 
disclosed in note 5 to the financial statements would have been reduced by R573 000. This was 
also reported in the prior year and no action was taken by the management of the municipality. 

f) The electrical service provider’s asset register in the prior year reflects a vehicle with a value of 
R142 736 that was utilised by the electrical service provider in the municipal area. This vehicle was 
registered in the name of the parent municipality of the electrical service provider instead of the 
local municipality as it had been acquired with municipal funds. Although the vehicle was registered 
in the name of the electrical service provider’s parent municipality, the municipality also included 
the vehicle in its asset register when the service provider confirmed the surplus or deficit in the 
operational account. This matter has been reported since the 2006-07 financial year and has still 
not been corrected by management. Had this asset been removed from the asset register, fixed 
assets for the prior year as disclosed in note 5 to the financial statements would have been 
reduced by R142 736. 

g) Assets disposed of in the prior year were still included in the asset register which supports the 
amount of fixed assets as disclosed in note 5 to the financial statements. Had these assets been 
excluded from the asset register, historical costs of fixed assets as well as loans redeemed and 
other capital receipts as disclosed in note 5 to the financial statements would have been reduced 
by R419 393. 

h) Management did not ensure that the municipality’s fixed asset register agrees to the general 
ledger. A difference amounting to R 423 657 in the current year and 

R646 431 in the prior year was identified between the fixed asset register and the general ledger. 
Management could not provide the information and explanations I considered necessary to confirm 
the accuracy and completeness of fixed assets as disclosed. Accordingly, I was unable to 
determine whether any adjustments might have been necessary to the amount shown in the 
financial statements. 

i) Clinics to the value of R1 061 242 were not transferred to the Department of Health. Management 
did not adhere to the council resolution stipulating that clinics should be transferred to the provincial 
administration. I was unable to confirm or verify by alternative means that the title deeds were 
indeed transferred to the Department of Health. Accordingly, I was not able to determine whether 
any adjustments might have been necessary to the amounts shown in note 5 to the financial 
statements for fixed assets. This was also reported in the prior year and no action was taken by the 
management of the municipality. 

j) Fixed assets amounting to R7 008 736 could not be verified through physical inspection; 
consequently, I was unable to confirm the existence of these assets included in the financial 
statements. I was therefore unable to determine whether any adjustments might be necessary to 
the amounts shown in note 5 to the financial statements for fixed assets. The entity’s records did 
not permit the application of alternative audit procedures regarding these assets. 

k) Included in the fixed asset register are properties to the amount of R98 567 749 in the current year 
and R6 381 323 in the prior year. The existence of these properties could not be confirmed, 
because the assets’ generic description was not indicated in the asset register or the description 
that was included was not sufficient to enable the physical verification of these properties. The 
entity’s records did not permit the application of alternative audit procedures regarding these 
assets. Accordingly, I was not able to determine whether any adjustments might be necessary to 
the amounts shown in note 5 to the financial statements for fixed assets. 

l) Management was unable to provide sufficient appropriate audit evidence in respect of additions to 
fixed assets amounting to R266 115 in the current year and R23 276 680 in the previous 
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year. In the absence of supporting documentation there were no reasonable alternative procedures 
that I could perform to confirm the valuation and existence of these fixed assets. 

m) Capital expenditure was incurred during the current year in respect of infrastructure projects to the 
value of R14 589 510 in respect of Wepener: Utility Sports Facility, Reservoir: Wepener, Riverside 
& Qibing: Waterbone Sanitation and Riverside: Waste Water Treatment Works but not recorded in 
the asset register. Management was unable to provide a list of all completed capital projects to 
ascertain whether they were included in the assets register. In the absence of sufficient appropriate 
audit evidence, I could not establish the extent of understatement of the historical costs of fixed 
assets as disclosed in note 5 to the financial statements. Accordingly, I could not perform any 
reasonable alternative audit procedures to determine the understatement of infrastructure assets. 

n) Sundry assets were included in the asset register at a total amount of R233 217 in the current year 
and R536 009 in the prior year. No supporting documentation could be obtained indicating 
individual assets that make up these amounts. In the absence of sufficient appropriate audit 
evidence, the entity’s records did not permit the application of alternative audit procedures 
regarding these assets. Consequently, I did not obtain all the information and explanations I 
considered necessary to confirm the existence and valuation of these fixed assets. 

o) I was unable to confirm the existence of vehicles to the value of R488 500 as the municipality’s 
fixed asset register did not contain sufficient detail or unique identification numbers. The entity’s 
records did not permit the application of reasonable alternative procedures. 

p) Management was unable to provide me with sufficient appropriate audit evidence for journal entries 
recorded against the fixed assets in the prior year amounting to R34 788 139. In the absence of 
sufficient appropriate audit evidence, the entity’s records did not permit the application of 
alternative audit procedures regarding the journals recorded against the fixed assets. Accordingly, I 
was unable to determine whether any adjustments might have been necessary to the amounts 
shown in the financial statements for fixed assets, surplus for the year and accumulated surplus. 

Creditors 

8. Creditors disclosed in note 12 to the financial statements are understated by R6 518 206. 
While the creditors were not accurately disclosed, sufficient appropriate audit evidence could also 
not be obtained as to the existence, completeness and the municipality’s obligations in respect of 
creditors as disclosed in the financial statements amounting to R27 264 431 (2008: R25 836 462) 
due to the following: 

a) The creditors balance disclosed in note 12 to the financial statements included unspent conditional 
grants in respect of MIG as disclosed in note 27.2.2 to the financial statements. A number of 
incorrect accounting entries were noted in the calculation of unspent portion of these grants 
resulting in an understatement amounting to R3 125 482. 

b) Included in creditors balance at year-end is an amount of RIO 692 021 in respect of trade creditors. 
Instances were noted in this account where supplier statements did not agree to the amounts 
included in the supplier listing which was used to determine the account balance, resulting in an 
understatement of creditors as well as expenditure amounting to R749 390. 

c) The applicable basis of accounting requires that the financial records be prepared on an accrual 
basis. Payments subsequent to year-end relating to invoices dated during the current year 
amounting to R1 969 570 were not recognised as creditors but only recorded in the next financial 
year. Consequently, creditors and expenditure are understated by the amount of R1 969 570. 

d) The financial information of the municipality as contained in the confirmation from the electrical 
service provider was not considered during the preparation of the municipality’s financial 
statements; consequently, creditors are understated by R673 764. 
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e) Instances were noted where expenditure and income in respect of the Drought Relief Grant, 
Financial Management Grant (FMG), Municipal Systems Improvement Grant (MSIG) and Municipal 
Infrastructure Grant (MIG) were incorrectly classified amongst these grants to the value of R2 365 
885. Output VAT to the value of R757 842 was declared and allocated to the VAT account on zero- 
rated receipts. Management could not provide the amended financial statements reclassifying the 
expenditure and income for these grants and I could not determine the extent of this 
misclassification of the amounts disclosed in the notes to the financial statements. In the absence of 
updated schedules for the spending of grants, the entity’s records did not permit the application of 
alternative audit procedures. Accordingly, I was unable to determine whether any adjustments might 
have been necessary to the amount shown in the financial statements for creditors. 

f) According to the records of the municipality, amounts to the value of R400 000 and R1 624 922 
were received from the Department of Corporate Governance in respect of Drought Relief Grant 
and MSIG respectively. Management could not provide supporting documentation in respect of 
these grant allocations; consequently, I could not confirm their accuracy. In the absence of the 
necessary supporting documentation, the entity’s records did not permit the application of 
alternative audit procedures. Accordingly, I was unable to determine whether these amounts 
were accurately recorded against the grants. 

g) Management was unable to provide adequate supporting documentation relating to suspense 
accounts included in creditors to the amount of R5 198 517. In the absence of adequate supporting 
documentation, I was unable to confirm by alternative means the allocation of these suspense 
accounts in the creditors balance. Accordingly, I was not able to determine whether any 
adjustments might be necessary to the amounts shown in the financial statements for creditors. 

h) Journals amounting to Rll 582 445 in the current year and R13 847 074 in the prior year were 
processed against the creditors accounts for which no supporting documentation could be 
obtained. In the absence of sufficient appropriate audit evidence attached to the journals, the 
entity’s records did not permit the application of alternative audit procedures. Accordingly, I was not 
able to determine whether any adjustments might be necessary to the amounts shown in the 
financial statements for creditors. 

i) Sufficient appropriate audit evidence could not be obtained in respect of payments to the amount of 
R2 303 336 made against the MIG as included in the balance for creditors at year-end. In the 
absence of supporting documentation, I was unable to confirm by alternative means the accuracy of 
unspent grants included in creditors balance. Accordingly, I was not able to determine whether any 
adjustments might be necessary to the amounts shown in the financial statements for creditors. 


Expenditure 

9. Expenditure as presented in the income statement has been understated by the amount of R7 838 
793. Furthermore, I could not obtain sufficient appropriate audit evidence for the actual expenditure 
presented in the income statement to the value of R31 450 264 (2008: R25 483 590). I could 
therefore not confirm the occurrence, completeness, accuracy and classification of expenditure due 
to the following: 

a) The electrical service provider’s confirmation indicated an amount of R8 848 204 in respect of 
expenditure which was not considered in the preparation of the financial statements for the 
municipality; consequently, expenditure is understated by R8 848 204. 

b) The applicable basis of accounting requires that the financial records be prepared on an accrual 
basis. Included in expenditure as presented in the income statement is expenditure relating to 
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services rendered and invoiced in the prior year to the amount of R814 211; consequently, 
expenditure is overstated by the same amount. 

c) Expenditure was incurred in the current year which was of a capital nature but incorrectly classified 
as general expenditure as presented in the income statement. Consequently, general expenditure 
is overstated and fixed assets understated by an amount of R195 000. 

d) Management could not provide adequate supporting documentation in respect of repairs and 
maintenance expenditure amounting to R194 963. In the absence of sufficient appropriate audit 
evidence, the entity’s records did not permit the application of alternative audit procedures 
regarding these expenses. Consequently, I did not obtain all the information and explanations I 
considered necessary to confirm the classification of this expenditure. 

e) Several instances were noted where VAT was not properly accounted for in respect of transactions 
with valid tax invoices. Management did not ensure that input VAT is claimed from the South 
African Receiver of Revenue. Accordingly, I was unable to determine the extent of unclaimed VAT 
and the impact thereof on overstatement of expenditure as presented in the income statement. 

f) In terms of the entity-specific basis of accounting, when the conditions of the grant are met, the 
expenditure incurred is transferred to expenditure in the income statement and the revenue equal to 
the expenditure is recognised. Instances were noted during the audit where the conditions of the 
grants were met but the expenditure and income were not recognised in the income statement. 
However, the extent of the misstatement could not be established due to weaknesses identified in 
the administration of grant expenditure. In the absence of proper controls surrounding the spending 
of conditional grants, I was unable to determine whether any adjustment might have been 
necessary to the amount shown in the financial statements for expenditure. 

g) Sufficient appropriate supporting documentation could not be provided by management for journal 
entries recorded against the expenditure accounts amounting to R1 256 703 in the current year 
and R592 294 in the prior year. In the absence of adequate supporting documents, the entity’s 
records did not permit the application of alternative audit procedures. Accordingly, I was unable to 
determine whether any adjustments might be necessary to the amounts shown in the financial 
statements for expenditure. 

h) Management could not provide sufficient appropriate supporting documentation for journal entries 
recorded against interest paid and interest received amounting to R1 096 554. The entity’s records 
did not permit the application of alternative audit procedures. Accordingly, I was unable to 
determine whether any adjustments might be necessary to the amounts shown in the financial 
statements for expenditure. 

Accumulated surplus 

10. Accumulated surplus as presented in the balance sheet is understated by the amount of R6 926 
720. Furthermore, I could also not obtain sufficient appropriate audit evidence for the balance 
disclosed in the balance sheet to the value of R25 198 708 due to the following: 

a) The movement for the provision in bad debts was split by management between accumulated 
surplus (debtors outstanding relating to prior years) and the income statement. Management did 
not ensure that the transaction posted was accurate and correct. It was therefore noted that 
accumulated surplus was understated byR5 338 887, income statement (expenditure) understated 
by R8 790 911 and provision for bad debts understated by R13 318 928. 

b) Assets amounting to R595 787 were written off during the current year. However, the transaction 
for the write-off was erroneously posted to accumulated surplus. Had the appropriate accounting 
entry been made, accumulated surplus would not have been affected but loans redeemed, and 
other capital receipts would have been decreased by R595 787. 
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c) The confirmation from the electrical service provider included an amount of R561 273 in 
respect of the accumulated surplus which was not considered in the preparation of the financial 
statements for the municipality; consequently, accumulated surplus is understated by R561 273. 

d) A prior year error relating to unrecorded liabilities was incorrectly rectified by management. 

Corrections for unrecorded accounts payable to the value of R540 996 had been 

erroneously posted twice against retained earnings in the current year. Had the appropriate 
correction been made, accumulated surplus would have been increased by R540 096 and creditors 
would have been decreased with R540 096. 

e) A journal was posted by management against accumulated surplus to adjust the opening balance 
of the provision for leave. This is a result of a decision taken by management to address prior year 
audit findings; consequently, leave provision was erroneously increased resulting in leave provision 
being overstated and accumulated surplus understated by R331 511. 

f) Credit balances in consumer debtor balances were erroneously posted to the accumulated surplus 
at year-end. This is a result of a decision taken by management to exclude prepayments in the 
debtors balance to facilitate fair presentation of the financial position of the debtors balance at year- 
end; consequently, the accumulated surplus was overstated by R276 296 and creditors 
understated by R276 296. 

g) Accounting policy note 5.1 states: “The capital development fund ordinance of 1962, requires a 
minimum contribution of 1% of the defined income for the immediately preceding financial year”. In 
fulfilling the requirements of the accounting policy, management incorrectly adjusted accumulated 
surplus by the amount of R64 538 instead of the capital development fund; consequently, 
accumulated surplus is overstated and the capital development fund understated by R164 538. 

h) Management could not provide sufficient supporting documentation for journals amounting to R951 
274 recorded against accumulated surplus. In the absence of supporting documents, the entity’s 
records did not permit the application of alternative audit procedures to confirm the journals 
recorded against this account. Consequently, I did not obtain all the information and explanations I 
considered necessary to satisfy myself as to the existence, completeness and valuation of 
accumulated surplus disclosed in the financial statements. 

Debtors 

11. Debtors as disclosed in note 10 to the financial statements have been understated by the amount 
of R8 250 912. In addition to the understatement, sufficient appropriate audit evidence could not be 
obtained as to the existence and completeness of and the municipality’s rights in respect of debtors 
to the amount of R24 674 972 (2008: R29 336 881) due to the following: 

a) Interest levied by the municipality on overdue accounts was not charged at the interest rates as 
prescribed by section 78(2)(a) of the Local Government ordinance. Due to the incorrect rate used 
by the municipality, income in respect of interest received and receivables are understated by an 
amount of R7 420 813. 

b) The electrical service provider’s confirmation included the amount of R830 754 in respect of 
debtors, which was not considered in the preparation of the financial statements of the municipality; 
consequently, the debtors balance is understated by R830 754. It was established during the audit 
that, the debtors balance as included in the service provider’s confirmation differs from the amount 
reflected in the age analysis by an amount of R143 321. Furthermore, included in the debtors 
balance reported in the service provider’s confirmation are credit balances amounting to R89 077. 

c) During the recalculation of PAYE, it was noted that an amount of R965 232 was due to SARS. 
However, it was further noted that in total only R377 232 was paid over to SARS in respect PAYE; 
consequently, creditors and debtors are understated by R588 000. 


Page | 57 



d) Council declared expenditure incurred by the staff without obtaining appropriate authority, and an 
overpayment to the service provider amounting to R137 853 and R132 695, respectively, as 
fruitless and wasteful expenditure and resolved that these amounts be recovered from the 
responsible officials and the service provider. These amounts were erroneously included in 
prepayments; consequently, creditors are overstated and receivables understated by R270 548. 

e) Included in the debtors balance at year-end are debtors with credit balances to the amount of R271 
203. The municipality did not exclude these credit balances and report under creditors to facilitate 
fair presentation of the financial position of debtors balances at year-end. Consequently, debtors 
and creditors are overstated by R271 203. 

f) Management could not provide sufficient appropriate audit evidence in respect of journal entries 
recorded against debtor accounts amounting to R351 897 in the current year and R4 188 461 in 
the previous year. In the absence of sufficient appropriate audit evidence, the entity’s records did 
not permit the application of alternative audit procedures; consequently, I could not determine 
whether these journals were in respect of bad debts written off or correction of an error. 

Accordingly, I could not establish whether any adjustment might have been necessary to the 
amounts shown in the financial statements for debtors and retained earnings. 

g) Explanations could not be provided by management for the following differences identified. In the 
absence of sufficient appropriate audit evidence, I was unable to confirm by alternative means the 
carrying value of debtors included in the financial statements. Accordingly, I was unable to 
determine whether any adjustments might be necessary to the amounts shown in the financial 
statements for debtors. 

(i) A difference was noted between the age analysis at year-end and the debtor accounts in the 
general ledger amounting to R374 300 in the current year and R483 187 in the previous year. 
Reconciliations were not performed between the debtors’ sub-ledger and the general ledger. 

(ii) A difference was noted between the opening balance on the debtor accounts in the general 
ledger for the 2008-09 financial year and the closing balance on the debtor accounts in the 
general ledger for the 2007-08 financial year amounting to R245 778. In the prior year, a 
difference was reported between the opening balance on the debtor accounts in the general 
ledger for the 2007-08 financial year and the closing balance on the debtor accounts in the 
general ledger for the 2006-07 financial year amounting to R13 482 and no action was taken by 
management to correct these errors. 

(iii) A variance of R7 899 was identified in the prior year between the debtor amount disclosed in 
the financial statements and the amount in the general ledger. 

h) Included in consumer debtors in note 10 to the annual financial statements is an amount of 

R5 825 287 in respect of unallocated receipts. The nature of these receipts is unknown and these 
receipts have not been successfully allocated and followed up by management. In the absence of 
adequate supporting documents, I was unable to determine by alternative means the accuracy of 
the allocation of these amounts as debtors. Accordingly, I was unable to determine whether any 
adjustments might have been necessary to the amounts shown in the financial statements for 
debtors. 

Income 

12. Audit assurance as to the occurrence, completeness, accuracy and classification of revenue as 
disclosed in the income statement to the amount of R52 688 666 (2008: R45 679 709) could not 
be obtained. In addition to adequate supporting documentation which could not be provided, 
income was understated by the amount of R1 708 007 in the current year and R975 227 in the prior 
year due to the following: 
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a) The electrical service provider’s confirmation included an amount of RIO 327 888 in respect of 
income that was not considered during the preparation of the financial statements of the 
municipality. Included in this income is an amount in respect of electricity sales to the amount of R3 
536 973 which could not be agreed to the transaction billing of the electrical service provider. The 
transaction billing reflects the amount of R3 249 417, resulting in unexplained difference of R287 
556. The reconciliation between the general ledger and the transaction billing could not be provided 
by the management of the electrical service provider and explanations for the difference could also 
not be provided. The amounts of R6 561 017 and R229 516 in respect of prepaid sales and 
prepaid electricity - Free services recoverable, respectively, were also included in the confirmation 
from the electrical services provider for which management of the electrical service provider could 
not provide adequate supporting documentation. In the absence of supporting documentation and 
acceptable explanations for the differences, no alternative audit procedures could be performed. 
Accordingly, I was unable to determine whether any adjustment might have been necessary to the 
amount of income as recorded in the confirmation from the electrical service provider. 

b) Management was unable to provide me with sufficient appropriate audit evidence regarding to the 
journal entries recorded against revenue accounts amounting to R3 110 169. In the absence of 
sufficient appropriate audit evidence, the entity’s records did not permit the application of 
alternative audit procedures. Accordingly, I was unable to determine whether any adjustments 
might be necessary to the amounts shown in the financial statements for revenue, deficit for the 
year and the accumulated surplus. 

c) Water meter reading registers in respect of water sales to the amount of Rll 573 in the current 
year and R342 306 in the prior year could not be provided. In the absence of the meter reading 
registers, the entity’s records did not permit the application of alternative audit procedures. 
Consequently, I did not obtain all the information and explanations I considered necessary to 
satisfy myself as to the occurrence, accuracy and completeness of water income disclosed as 
revenue in the financial statements. 

d) A complete list/register for rotating electricity meters registered in the municipal jurisdiction could 
not be provided by management. In the absence of the register, the entity’s records did not permit 
the application of alternative audit procedures. Consequently, I did not obtain all the information 
and explanations I considered necessary to satisfy myself as to the completeness of revenue. 

e) An error on the water readings input onto the SAMRAS system resulted in a single water billing of 
R7 966 041 to a single customer and was included in water income as well as debtors. This error 
resulted in overstatement of income and debtors; however, the extent of the overstatement could 
not be established because management was unable to provide the accurate readings. In the 
absence of accurate readings, the entity’s records did not permit the application of alternative audit 
procedures. Accordingly, I could not confirm the extent of the adjustment that would be necessary 
to the amounts shown in the financial statements for income, debtors and deficit for the year. 

f) Customers were billed for relevant services to the amount of R572 562. Management was unable 
to provide all the information and explanations I considered necessary to establish the extent to 
which the customers were not billed. In the absence of meter reading registers and due to the lack 
of reconciliations, the entity’s records did not permit the application of alternative audit procedures. 
Consequently, the completeness of revenue and debtors as recorded in the financial statements 
could not be confirmed. 

g) The electrical service provider transferred an amount of R1 191 886 into the primary bank account 
of the municipality in respect of electricity provision to provide the municipality with the surplus in 
the operational account as agreed in the service level agreement. The deposit was not recorded in 
the general ledger of the municipality; consequently, income was understated and deficit for the 
year was overstated by the same amount. 
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h) A grant in respect of equitable share amounting to R18 127 505 was deposited in tranches directly 
into the primary bank account during the current year. However, only R17 611 384 was posted to 
the general ledger. Management was unable to provide all the explanations I considered necessary 
for the difference of R516 121 not recorded in the general ledger; consequently, income recorded 
in the income statement was understated and the deficit for the year was overstated by the same 
amount. 

i) Interest to the amount of R1 096 554 paid in the prior year was incorrectly recorded in the financial 
statements as revenue instead of expenditure, resulting in revenue and expenditure being 
understated by the same amount. 

j) The amount recorded in the municipal financial records in the prior year in respect of prepaid 
electricity income was R4 229 959 (excluding VAT). However, the total amount indicated in the 
prepaid electricity information system of the municipality in respect of prepaid electricity sold was 
R4 069 541 (excluding VAT). Consequently, the revenue and retained surplus were overstated by 
R160 418. 

k) An amount of R586 704 was received in the prior year from the auctioneers for assets disposed of 
at an auction held on behalf of the municipality. This amount was recorded as profit on sales. This 
was actually the net amount received and not all of the amounts relating to this transaction were 
recorded. As a result, expenditure was understated by Rill 143, revenue was understated by R39 
091 and debtors overstated by R72 051. 

Salaries, wages and allowances 

13. Audit assurance as to the occurrence, completeness, accuracy and classification of salaries, 
wages and allowances as disclosed in the income statement to the amount of R12 170 253 (2008: 
R12 041 816) could not be obtained. In addition to adequate supporting documentation which could 
not be provided, salaries, wages and allowances are also understated by R2 620 357 and the note 
to the financial statements was understated by R6 368 131 due to the following: 

a) Management could not provide adequate supporting documentation relating to allowances paid to 
employees to the amount of R421 568. In the absence of adequate supporting documents, the 
entity’s records did not permit the application of alternative audit procedures. Accordingly, I was 
unable to determine whether any adjustments might have been necessary to the amount shown in 
the income statement for salaries. 

b) Sufficient appropriate audit evidence could not be provided for the difference amounting to R5 322 
975 between the general ledger and the financial statements in respect of salaries, wages and 
allowances. In the absence of adequate supporting documentation I was unable to perform 
alternative audit procedures. Consequently, I did not obtain all the information and explanations I 
considered necessary to confirm the occurrence and completeness of employee-related 
expenditure as disclosed in the income statement. 

c) Salary run according to the payroll for the months of April 2009 and May 2009 to the amount of 
R1 830 778 was not included in the general ledger and consequently not recorded in the financial 
statements. This was because management did not perform monthly reconciliations between the 
general ledger and the payroll system. Salaries, wages and allowances as presented in the income 
statement are understated by the same amount. 

d) Section 124(l)(c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) stipulates 
that the notes to the annual financial statements of a municipality must include particulars of 
salaries, allowances and benefits of the municipal manager, the chief financial officer, every senior 
manager and such categories of other officials as may be prescribed. The amounts disclosed in 
note 15 and the amounts according to the salary system did not agree. Management did not 
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ensure that the amounts disclosed in the financial statements are comparable to the amounts per 
the salary system to ensure that the correct amounts are disclosed in the financial statements. 
Consequently, the note to the financial statements is understated by R789 579. 

e) Section 125(a), (b) and (c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 
2003) states: "The note to the financial statement of the municipality must include the total amount 
of contributions to organised local government for the financial year, and the amount of any 
contributions outstanding at year-end, the total amounts paid in respect of pension and medical aid 
contributions, and whether any amounts were outstanding at year-end". Differences amounting to 
R6 364 131 were noted between the amounts reported in note 28 to the financial statements and 
the payroll data. Consequently, employee-related costs as disclosed in note 28 are understated by 
R6 363 131. 

Contingent liabilities and contractual obligations 

14. Management did not maintain an updated register in respect of contractual obligations entered into 
by the municipality; consequently the contractual obligations in respect of approved capital projects 
were not completely disclosed in note 25 of the financial statements. Management did not ensure 
that the information disclosed in the financial statements is accurate and correct. Consequently, 
contractual obligations are understated by R2 256 734 in the current year and R9 244 642 in the 
prior year and no action was taken by management to rectify this error. 

15. Management was unable to provide sufficient appropriate audit evidence in respect of contingent 
liabilities disclosed in the note 25 to the financial statements amounting to RlOO 000. The 
contingent liability is in respect of a pending case instituted by the former municipal manager. In the 
absence of supporting documentation, the entity’s records did not permit the application of 
alternative audit procedures to confirm the valuation of contingent liability as disclosed. Accordingly, 

I was unable to determine whether any adjustment might have been necessary to the amount 
shown for contingent liabilities. 

16. It was established during the audit that a damage claim amounting to R550 000 was instituted 
against the municipality and was not disclosed in note 25 to the financial statements. 

Consequently, contingent liabilities as disclosed in note 25 to the financial statements are 
understated by the same amount. 

Cash and bank 

17. Journals amounting to R6 645 991 were processed against bank accounts in the current financial 
year for which no supporting documentation could be obtained. In the absence adequate supporting 
documentation attached to journals, the entity’s records did not permit the application of alternative 
audit procedures. Accordingly, I was unable to determine whether any adjustments might be 
necessary to the amounts shown in the financial statements for cash and bank balances. 

Long-term liabilities 

18. Individual loan agreements for capital purchases by the electrical service provider on behalf of the 
municipality could not be obtained. In the absence of loan agreements, I was unable to confirm by 
alternative means the carrying value of long-term liabilities disclosed in note 3 to the financial 
statements amounting to R992 661 in the current year and R1 106 146 in the prior year. 
Consequently, I did not obtain all the information and explanations I considered necessary to 
confirm the existence, completeness and valuation of these long-term liabilities. 

Value-added tax 

19. Differences amounting to R6 885 203 were identified between the input VAT recorded in the general 
ledger and input VAT reflected on the monthly VAT 201 forms. In the absence of proper 
reconciliations and all the information I considered necessary, the entity’s records did not permit the 
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application of alternative audit procedures. Accordingly, I was unable to determine whether any 
adjustments might be necessary to the amounts included in the financial statements for VAT. 

20. In terms of VAT Practice Note 2, issued on 25 September 2001, “The Supplier’s VAT registration is 
required to be reflected on each tax invoice, debit note and credit note issued by him”. Instances 
were noted during the audit where input VAT to the value of R157 178 was declared on transactions 
without a valid tax invoice. Furthermore, input VAT to the amount of R37 177 was not declared on 
transactions which were supported by valid tax invoices. Consequently, these amounts were not 
correctly classified between expenditure and the VAT control account. Due to lack of monthly 
reconciliations, management was unable to reclassify these amounts to enable the fair presentation 
of expenditure and the VAT control accounts. Consequently, I was unable to determine the extent of 
the misallocation between the expenditure and the VAT control. Accordingly, I was unable to 
determine whether any adjustments might have been necessary between the VAT control account 
and expenditure. 


Provisions 

21. The leave records of the municipality and its records of work attendance were not reliable for 
purposes of establishing the accuracy and completeness of leave to the credit of officials at year- 
end. The leave records were therefore not a reliable basis for calculation of the provision for leave 
as included on the balance sheet and disclosed in note 11 to the financial statements. I was thus 
unable to obtain sufficient appropriate audit evidence as to the valuation of the provision for leave 
amounting to R1 1014 562 in the current year and R803 550 in the prior year. In the absence of 
reliable leave records I was unable to perform alternative audit procedures to accurately determine 
the value of the provision. 

Contingent assets 


22. Management was unable to provide sufficient appropriate audit evidence in respect of contingent 
assets disclosed in note 26 to the financial statements amounting to R560 000. The contingent 
asset is in respect of a pending case instituted against the former chief financial officer. In the 
absence of supporting documentation, the entity’s records did not permit the application of 
alternative audit procedures to confirm the valuation of contingent assets as disclosed. Accordingly, 
I was unable to determine whether any adjustment might have been necessary to the amount 
shown for contingent assets. 


Inventory 

23. Water purchased for resale that was on hand in the reservoirs on 30 June 2009 was not included as 
stock on hand in the financial statements at year-end. The value of this stock could not 

be determined as no records of water levels could be provided by management. The amount of 
water on hand was included in the prior year amounting to R894 252. In the absence of adequate 
supporting documentation, I was unable to determine the valuation of inventory on hand at year-end 
to the value of R1 013 934 as disclosed on the balance sheet and in note 9 to the financial 
statements. 

24. According to the municipality’s accounting policy, inventory is valued at the lower of cost, 
determined on the weighted average basis, and net realisable value after due provision for 
obsolescence has been made. During the audit, it was established that items of inventory were 
recognised in the financial records on the invoice amount and not in accordance with the accounting 
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policy. This has resulted in the misstatement of inventory as disclosed in the financial statements. 
However, the extent of the misstatement could not be ascertained. 

Unauthorised expenditure 

25. Unauthorised expenditure is defined in section 1 of the MFMA as any expenditure incurred by a 
municipality otherwise than in accordance with section 15 or 11(3), and includes overspending of 
the total amount appropriated in the municipality’s approved budget. Unauthorised expenditure to 
the amount of R3 145 725 was noted during the period under review as a result of overspending of 
the total appropriated amount for the municipality’s budget. Furthermore, the amount appropriated 
for capital budget was exceeded by R5 255 405. This unauthorised expenditure was not disclosed 
in the financial statements as required by section 125(2) of the MFMA. 

Irregular expenditure 

26. Irregular expenditure is defined in the MFMA as expenditure incurred by the municipality in 
contravention of or not in accordance with a requirement of this act, and which had not been 
condoned in terms of section 170; expenditure incurred by a municipality in contravention of or not 
in accordance with a requirement of the Municipal Systems Act and which had not been condoned 
in terms of that act; expenditure incurred by the municipality in contravention of or not in 
accordance with a requirement of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 
expenditure incurred by a municipality in contravention of or not in accordance with a requirement 
of the municipality’s supply chain management policy or any of the municipality’s by-laws giving 
effect to such policy, and which had not been condoned in terms of such policy or by-law. Irregular 
expenditure amounting to R1 810 673 was incurred by the municipality for the reasons detailed 
below and not was disclosed in the financial statements as required by section 125(2) of the 
MFMA: 

a) Expenditure was incurred to the amount of R1 439 278 without following the procurement 
procedures as required by the supply chain policy. 

b) Employee-related expenses amounting to R371 395 were incurred without obtaining approval from 
the delegated official. 


Fruitless and wasteful expenditure 

27. Fruitless and wasteful expenditure is defined in the MFMA as expenditure that was made in vain 
and would have been avoided had reasonable care been exercised. The municipality incurred 
fruitless and wasteful expenditure as detailed below amounting to R2 112 779 in the current year 
and R20 812 554 in the prior year and this expenditure was not disclosed in the financial 
statements as required by section 125(2) of the MFMA. 

a) Interest was paid on overdue accounts as the municipality was defaulting on a contractual 
obligation to the amount of R2 064 213. 

b) The opening balance disclosed in note 29 to the financial statements did not agree to the closing 
balance of the prior year financial statements. Consequently, fruitless and wasteful expenditure 
disclosed in respect of the prior year is overstated by an amount of R9 858 000. 

c) The official with an expired contract was still drawing salary and overtime payments from the 
municipality after the expiry date to the amount of R29 827. 

d) Insurance premiums to the amount of R18 739 were paid in respect of officials’ personal vehicles 
which were included in the insurance portfolio of the municipality. 

e) Lease premiums to the amount of R34 889 were paid in respect of a lease after an expiry date. 
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Going concern 

28. The municipality experienced serious difficulties regarding debt collection and there were no plans 
to disconnect the services as the services were outsourced to an independent service provider. 
Furthermore, the municipality did not have plans to deal with undercollection as there was no bad 
debt or credit control policy in place. The debt collection period was significantly higher than the 
industry norm for other municipalities. The current and liquidity ratios have decreased compared to 
the previous year and the municipality might not be in a position to meet its current obligations in 
the normal course of business. The bank balance of the municipality deteriorated from a favourable 
bank balance in the prior year to a bank overdraft in the current year. The grants were utilised to 
finance day-to-day operations of the municipality other than those of the project management unit. 
The municipality was significantly dependent on the national and provincial government for its 
continued sustainability. This, along with other matters, points to the existence of a material 
uncertainty that may cast significant doubt on the municipality’s ability to continue as a going 
concern. The municipality may therefore be unable to realise its assets and discharge its liabilities 
in the normal course of business. These are indicators that the municipality may possibly be facing 
serious financial problems in terms of section 138 of the MFMA. The financial statements did not 
disclose these facts. 

Adverse of opinion 

29. In my opinion, because of the significance of the matters described in the Basis for adverse opinion 
paragraphs, these financial statements of the Naledi Local Municipality have not been prepared, in 
all material respect, in accordance with the basis of accounting as set out in accounting policy note 
1 . 1 . 


Emphasis of matters 

I draw attention to the following matters on which I do not express an adverse opinion: 

Basis of accounting 

30. The municipality’s policy is to prepare financial statements on the entity-specific basis of accounting, 
as set out in accounting policy note 1. 


OTHER MATTERS 

I draw attention to the following matters that related to my responsibilities in the audit of the financial 
statements: 


Unaudited supplementary schedules 

31. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 
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Non-compliance with applicable legislation 

Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 

32. Contrary to the prescripts of section 53(2) of the MFMA, the mayor did not promptly report to the 
municipal council and the MEC for finance in the province the delay in the tabling of an annual 
budget, the approval of the service delivery and budget implementation plan or signing of the annual 
performance agreements. 

33. Management did not ensure that monthly creditor reconciliations are performed as required by 
section 65(2)(j) of the MFMA. 

34. Contrary to section 64(3) of the MFMA, the municipality did not inform the National Treasury of the 
arrear accounts of the organs of state that are regularly outstanding for longer than 30 days. 

35. The accounting officer did not ensure that all money owing by the municipality is paid within 30 days 
of receiving the relevant invoice or statement as required by section 65(2)(e) of MFMA. 

36. Contrary to section 69(l)(a), the accounting officer did not take all reasonable steps to ensure that 
the spending of funds is in accordance with the budget and is reduced as necessary when the 
anticipated revenue was less than projected in the budget. 

37. Contrary to prescripts of section 116(l)(b)(i) - (iii), contracts entered into by the municipality did not 
provide for the termination of the contract in case of under-performance, did not include dispute 
mechanism to settle disputes between parties, and did not provide for a periodic review of the 
contract once every three years in case of a contract longer than three years. 


Municipal Systems Act, 2000 (Act No. 32 of 2000) 


38. Contrary to section 98 of the MSA, the municipality has not developed and adopted any by-laws to 
give effect to the municipality’s credit control and debt collection policy and its implementation and 
enforcement. 

39. Contrary to prescripts of schedule 1, section 5 of the MSA, councillors did not disclose to the 
municipal council, or to any committee of which the councillor is a member, any direct or indirect 
personal interest or private business interest, or the interest of any spouse, partner or business 
associate. 

40. Employment contracts for the municipal manager and the managers directly accountable to the 
municipal manager could not be obtained. Consequently, I was unable to confirm that the 
municipality had complied with the requirement of section 57(a) of the MSA. 


Municipal Structures Act, 1998 (Act No. 117 of 1998) 


41. It was established during the period under review that the council met only twice, which is contrary 
to section 37(c) of the MSA which prescribes that the council must meet at least quarterly. 


Page | 65 



Division of Revenue Act, 2007 (Act No. 1 of 2007) 

42. 1 could not confirm that the municipality had certified to National Treasury that it exclusively 
appropriated each programme funded or partially funded by the allocation of Municipal 
Infrastructure Grant in its annual budget as required by section ll(2)(a) of the DoRA. 


Governance framework 

43. The governance principles that impact the auditor’s opinion on the financial statements are related 
to the responsibilities and practices exercised by the accounting officer and executive management 
and are reflected in the internal control deficiencies and key governance responsibilities addressed 
below: 

Internal control deficiencies 

44. Section 62(l)(c)(i) of the MFMA states that the accounting officer must ensure that the municipality 
has and maintains effective, efficient and transparent systems of financial and risk management and 
internal control. The table below depicts the root causes that gave rise to the deficiencies in the 
system of internal control, which led to the adverse opinion. The root causes are categorised 
according to the five components of an effective system of internal control. (The number listed per 
component can be followed with the legend below the table.) In some instances deficiencies exist in 
more than one internal control component. 


Par. no. 

Basis for disclaimer of opinion 

CE 

RA 

CA 

7. 

Fixed assets 

5,7 

2,5 

3,4,6 

8. 

Creditors 

5,7 

1,2,5 

3,4,6 

9. 

Expenditure 

5,7 

1,2,5 

3,4,6 

10. 

Accumulated surplus 

5,7 


3 

11. 

Debtors 

5,7 

1,2,5 

3,4,6 

12. 

Income 

5,7 

1,2,5 

3,4,6 

13. 

Salaries, wages and allowances 

5,7 

1,2,5 

3,4,6 

14-16. 

Contingent liabilities and contractual obligations 

5,7 

1 


17. 

Cash and bank 

5,7 

1,2,5 

3,4,6 

18. 

Long-term liabilities 

5 



19 - 20. 

Value-added tax 

5,7 

1,2,5 

3,4,6 

21. 

Provisions 

5,7 

1,2,5 

3,4,6 
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22. 

Contingent assets 

5,7 

1 


23-24 

Inventory 

5,7 

1,2,5 

3,4,6 

25. 

Unauthorised expenditure 

5,7 

1,2,5 

3,4,6 

26. 

Irregular expenditure 

5,7 

1,2,5 

3,4,6 

27. 

Fruitless and wasteful expenditure 

5,7 

1,2,5 

3,4,6 

28. 

Going concern 

5 

1 



Overall reflections on the governance framework based on internal control deficiencies 

45. Inadequate leadership due to instability in the position of the municipal manager and the chief 
financial officer has resulted in insufficient monitoring and supervision in finance section. Finance 
staff were in acting positions for a significant portion of the year and did not accept adequate 
responsibility; consequently, records with underlying information to support the preparation of the 
financial statements were not adequately managed. 

46. Lack of discipline in the supply chain management directorate resulted in numerous instances of 
non-compliance with applicable legislation which the municipality’s internal processes did not 
prevent or detect. This, in turn, resulted in irregular, fruitless and wasteful as well as unauthorised 
expenditure. The municipality did not have a plan to address prior year qualifications. 

47. Political instability within the council resulted in ineffective oversight because council meetings 
were not held. 


Legend 

CE = Control environment 

The organisational structure does not address areas of responsibility and lines of reporting 
to support effective control over financial reporting. 

1 

Management and staff are not assigned appropriate levels of authority and responsibility 
to facilitate control over financial reporting. 

2 

Human resource policies do not facilitate effective recruitment and training, disciplining 
and supervision of personnel. 

3 

Integrity and ethical values have not been developed and are not understood to set the 
standard for financial reporting. 

4 

The accounting officer/accounting authority does not exercise oversight responsibility over 
financial reporting and internal control. 

5 

Management’s philosophy and operating style do not promote effective control over 
financial reporting. 

6 

The entity does not have individuals competent in financial reporting and related matters. 

7 
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RA = Risk assessment 

Management has not specified financial reporting objectives to enable the identification of 
risks to reliable financial reporting. 

1 

The entity does not identify risks to the achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and impact of the risks identified. 

3 

The entity does not determine a risk strategy/action plan to manage identified risks. 

4 

The potential for material misstatement due to fraud is not considered. 

5 

CA = Control activities 

There is inadequate segregation of duties to prevent fraudulent data and asset 
misappropriation. 

1 

General information technology controls have not been designed to maintain the integrity 
of the information system and the security of the data. 

2 

Manual or automated controls are not designed to ensure that the transactions have 
occurred, are authorised, and are completely and accurately processed. 

3 

Actions are not taken to address risks to the achievement of financial reporting objectives. 

4 

Control activities are not selected and developed to mitigate risks over financial reporting. 

5 

Policies and procedures related to financial reporting are not established and 
communicated. 

6 

Realistic targets are not set for financial performance measures, which are in turn not 
linked to an effective reward system. 

7 

1C = Information and communication 

Pertinent information is not identified and captured in a form and time frame to support 
financial reporting. 

1 

Information required to implement internal control is not available to personnel to enable 
internal control responsibilities. 

2 

Communications do not enable and support the understanding and execution of internal 
control processes and responsibilities by personnel. 

3 

M = Monitoring 

Ongoing monitoring and supervision are not undertaken to enable an assessment of the 
effectiveness of internal control over financial reporting. 

1 

Neither reviews by internal audit or the audit committee nor self -assessments are evident. 

2 
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Internal control deficiencies are not identified and communicated in a timely manner to 
allow for corrective action to be taken. 


3 


Key governance responsibilities 

48. The MFMA tasks the accounting officer with a number of responsibilities concerning financial and 
risk management and internal control. Fundamental to achieving this is the implementation of key 
governance responsibilities, which I have assessed as follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily available and provided in a timely 
manner 

1. 

No significant difficulties were experienced during the audit concerning 
delays or the availability of requested information. 


X 

Quality of financial statements and related management information 

2. 

The financial statements were not subject to any material amendments 
resulting from the audit. 


X 

3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 

X 


Timeliness of financial statements and management information 

4. 

The annual financial statements were submitted for auditing as per the 
legislated deadlines in section 126 of the MFMA. 

X 


Availability of key officials during audit 

5. 

Key officials were available throughout the audit process. 


X 

Development of and compliance with risk management, effective internal control and 
governance practices 

6. 

Audit committee 




• The municipality had an audit committee in operation throughout the 
financial year. 


X 

• The audit committee operates in accordance with approved, written 
terms of reference. 


X 

• The audit committee substantially fulfilled its responsibilities for the year, 
as set out in section 166(2) of the MFMA. 


X 

7. 

Internal audit 




• The municipality had an internal audit function in operation throughout 
the financial year. 


X 
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No. 

Matter 

Y 

N 


• The internal audit function operates in terms of an approved internal 
audit plan. 


X 

• The internal audit function substantially fulfilled its responsibilities for the 
year, as set out in section 165(2) of the MFMA. 


X 

8. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of financial and risk management. 


X 

9. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of compliance with applicable laws and 
regulations. 


X 

10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 


X 

11. 

A risk assessment was conducted on a regular basis and a risk 
management strategy, which includes a fraud prevention plan, is 
documented and used as set out in section 62(l)(c)(i) of the MFMA. 


X 

12. 

Powers and duties have been assigned as set out in section 79 of the 

MFMA. 


X 

Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 


X 

14. 

SCOPA resolutions have been substantially implemented. 


X 

Issues relating to the reporting of performance information 

15. 

The information systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 


X 

16. 

Adequate control processes and procedures are designed and implemented 
to ensure the accuracy and completeness of reported performance 
information. 


X 

17. 

An integrated development plan was prepared and approved for the 
financial year under review for purposes of monitoring the performance in 
relation to the budget and delivery by the department against its mandate, 
predetermined objectives, outputs, indicators and targets (section 68 of the 
MFMA). 


X 

18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those 
charged with governance. 


X 


Overall reflections on the governance framework based on other key governance requirements 

49. Significant delays were experienced in obtaining the requested information due to leadership 
instability as the municipal manager and the chief financial officer were only appointed after year- 
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end. There were no responsible officials to hand over to the new incumbents as previous officials 
had since left the municipality and those that were still available did not accept such responsibility 
as they were appointed in acting positions. Differences in leadership philosophy between the 
municipal manager and the chief financial officer also contributed to delays in obtaining the 
requested information. 

50. The financial statements were subject to material corrections resulting from the audit but the 
management decided not rectify these errors which resulted in an adverse opinion being issued for 
the municipality. Although the municipality engaged consultants in preparing the financial 
statements, the underlying accounting records of the municipality did not facilitate the preparation of 
the financial statements to comply with the accounting framework. 

51. The annual report was not submitted timely for consideration due to lack of capacity in the 
municipality to assign the responsibility for the preparation of the annual report to the delegated 
official. Furthermore, the municipality does not have a process in place to collate the information 
from the various departments for the preparation of the annual report. 


52. Key officials were not available throughout the audit process as management did not prioritise their 
involvement in the audit process against service delivery initiatives, preferring to attend other 
engagements to resolve legacy issues created by the previous management. 


53. The audit committee did not exist during the period under review due to challenges faced by the 
municipality to finance the vacant positions and also to attract incumbents with relevant expertise to 
fill the positions on the committee. 


54. The internal audit unit did not exist during the period under review due to challenges experienced by 
management to finance and attract incumbents with the necessary skills and expertise who were 
willing to relocate to the Naledi local municipal area. 


55. Internal controls were not designed in respect of financial and risk management because 

management did not prioritise the appointment of a risk officer. Furthermore, there were no internal 
controls with regard to non-compliance with applicable laws and regulations due to the non- 
existence of an internal audit unit and a lack of monitoring and supervision. 


56. The risk assessment was not performed during the period under review as the accounting officer did 
not prioritise the appointment of a risk officer. 
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57. Prior year audit findings were not addressed due to insufficient monitoring and reconciliation of the 
financial records. Management did not develop an action plan to address the qualifications reported 
in the prior years. 


58. SCOPA resolutions were not substantially implemented because resolutions were not prioritised 
and addressed by management. Furthermore, due to the absence of an internal audit unit, no 
independent reviews were performed to ensure that SCOPA resolutions are implemented. 


4.3 REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

4.3.1 Reporting on performance information 

59. 1 was engaged to review the performance information. 


The accounting officer’s responsibility for the performance information 

60. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must include the 
annual performance report of the municipality, prepared by the municipality in terms of section 46 of 
the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000). 

The Auditor-General's responsibility 

61. 1 conducted my engagement in accordance with section 13 of the PAA read with General Notice 
616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008, and section 45 of the MSA. 

62. In terms of the foregoing, my engagement included performing procedures of an audit nature to 
obtain sufficient appropriate evidence about the performance information and related systems, 
processes and procedures. The procedures selected depend on the auditor’s judgement. 

63. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a basis for the 
findings reported below. 

Findings on performance information 


Non-compliance with regulatory requirements 


No quarterly reporting on performance information 


64. No quarterly reports were prepared by Naledi Local Municipality on progress made in achieving 
measurable objectives and targets to facilitate effective performance monitoring, evaluation and 
corrective action, as required by section 72(1) of the MFMA. 
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No reporting on performance information 


65. The annual report of the municipality did not include the annual performance report prepared by the 
municipality in terms of section 46 of the MSA, as required by section 121(3)(c) of the MFMA. 

Content of integrated development plan 

66. The integrated development plan of the municipality did not include the key performance indicators 
and performance targets set in terms of its performance management system, as required by 
sections 26(i) and 41(l)(b) of the MSA and regulation 12 of the Municipal Planning and 
Performance Management Regulations, 2001. 


Existence and functioning of a performance audit committee 


67. The municipality did not appoint and budget for a performance audit committee, nor was another 
audit committee utilised as the performance audit committee, as required by regulation 14(2) of the 
Municipal Planning and Performance Management Regulations, 2001. 


Internal auditing of performance measurements 

68. The municipality did not develop and implement mechanisms, systems and processes for auditing 
the results of performance measurements as part of its internal audit processes, as required in 
terms of section 45 of the MSA. 

Lack of implementation of performance management system 

69. The municipality did not implement a framework that describes and represents how the 
municipality’s cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement would be conducted, organised and managed, including determining the 
roles of the different role players, as required by regulations 7 and 8 of the Municipal Planning and 
Performance Management Regulations, 2001. 

No mid-year budget and performance assessments 

70. The accounting officer of the municipality did not assess the performance of the municipality during 
the first half of the financial year, taking into account the municipality’s service delivery performance 
during the first half of the financial year and the service delivery targets and performance indicators 
set in the service delivery and budget implementation plan, as required by section 72 of the MFMA. 

Usefulness and reliability of reported performance information 

71. The following criteria were used to assess the usefulness and reliability of the information on the 
municipality’s performance with respect to the objectives in its service delivery budget 
implementation plan and integrated development plan: 
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• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved annual performance plan/integrated development plan? 

• Relevance: Is the performance information as reflected in the indicators and targets clearly 
linked to the predetermined objectives and mandate? Is this specific and measurable, and is the 
time period or deadline for delivery specified? 

• Reliability: Can the reported performance information be traced back to the source data or 
documentation and is the reported performance information accurate and complete in relation to 
the source data or documentation? 


The following audit findings relate to the above criteria: 

Performance information not received in time 

72. An assessment could not be performed of the reliability of the reported performance information, as 
set out on pages 1 to 41 of the annual report, since the information was not received in time for 
audit purposes. 


4.4 APPRECIATION 


73. The assistance rendered by the staff of the Naledi Local Municipality during the audit is sincerely 
appreciated. 


Bloemfontein 


10 February 2010 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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Naledi Local Municipality 


Report of the Chief Financial Officer 

for the year ended 30 June 2009 

It is a pleasure to present this report for the 2008/2009 financial year. 

1. Operating results 

Details of the operating results per department, classification and object of 
expenditure are included in Appendices D and E. The applicable statistics are shown 
in Appendix F. The overall operating results for the year ended 30 June 2009 are 
detailed below: 

Actual Actual Variance Budget Variance 

2008 2008/2009 2009 2009 Actual/ 

Budget 


Income 

R 

R 

% 

R 

% 

Operating income for 
the year 

Opening surplus(deficit) 

45,679,709 

5,088,221 

52,688,666 

9,068,149 

15.34 

78.22 

39,788,238 

32.42 

Total 

50,767,930 

61,756,815 

94 

39,788,238 

32.42 


Expenditure 






Operating expenditure for 

the 40,605,638 

43,620,517 

(7.42) 39,898,126 

(9.33) 

year 






Total 

40,605,638 

43,620,517 

(7.42) 39,898,126 

(9.33) 

1.1 Rates and general services 

Actual 

Actual 

Variance 

Budget 

Varianc 


2008 

2009 

2008/2009 

2009 

6 

Actual/ 

Budget 


R 

R 

% 

R 

% 

Income 

26,186,644 

26,721,742 

2.04 

36,428,473 

(26.65) 

Expenditure 

(26,749,374) 

(36,757,720) 

(37.42) 

(33,611,995) 

(9.36) 

(Deficit) / surplus 

(562,730) 

(10,035,977) 

(10,598,707) 

2,816,478 

-20% 

(Deficit)/surplus as 
% of total income 

(1.23) 

(19.05) 


7.08 
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Naledi Local Municipality 
Report of the Chief Financial Officer 

for the year ended 30 June 2009 (continued) 


1.2 Trade services 


1.2.1 Electricity 



Actual 

Actual 

Variance 

Budget 

Variance 


2008 

2009 

2008/2009 

2009 Actual/Budge 


R 

R 

% 

R 

1 

% 

Income 

7,107,746 

491,353 

(93.09) 

- 

- 

Expenditure 

(7,251,343) 

(227,705) 

(96.86) 

(107,707) 

111.41 

Surplus 

(143,597) 

263,648 

(120,051) 

(107,707) 

(344,78) 

Surplus as 
% of total income 

_ 

_ 

_ 

_ 


1.2.2 Water 

Actual 

Actual 

Variance 

Budget 

Variance 


2008 

2009 

2008/2009 

2009 Actual/Budge 


R 

R 

% 

R 

1 

% 

Income 

12,310,083 

25,363,199 

106.04 

3,359,765 

654.91 

Expenditure 

(6,600,041) 

(6,519,054) 

(1.23) 

(6,246,673) 

4.36 

(Deficit)/surplus 

5,710,042 

18,844,145 (13,134,103 

) 

(2,886,908) 

(752.74) 

(Deficit/surplus) as 
% of total income 

- 

- 

- 

- 


1.2.3 Housing services 

Actual 

Actual 

Variance 

Budget 

Variance 


2008 

2009 

2008/200 

2009 

Actual/Bud 




9 


get 


R 

R 

% 

R 

% 

Income 

85,236 

112,371 

31.83 

115,373 

(2.60) 

Expenditure 

(4,880) 

(116,038) 

2,277.82 

47,124 

(346.24) 

Surplus 

80,356 

(3,667) 

76,689 

68,249 

(105.37) 


Surplus as 
% of total income 
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Naledi Local Municipality 
Report of the Chief Financial Officer 

for the year ended 30 June 2009 (continued) 


2. Capital expenditure and financing 

The total capital expenditure of fixed assets during the year under review amounted 
to R877 983 and consists of the following: 



Actual 

Budget 

Actual 

Description 

2008 

2009 

2009 


R 

R 

R 

Upgrade of admin offices and 
Equipment 

1,621,459 

100,000 

796,124 

Stores and Workshop 

- 

200,000 

- 

Town Hall 

- 

100,000 

- 

Properties 

- 

500,000 

- 

Refuse 

- 

80,000 

- 

Grounds and measure 

- 

- 

73,059 

Vehicle Equipment 

- 

550,000 

8,800 

Recreations(Parks and Sports field) 

873,396 

300,000 

- 

Training and IT Equipment 

- 

- 

- 

Sewerage 

9,921,339 

3,171,781 

- 

Planning and Development 

- 

1,500,000 

- 

Water Management 

1,724,655 

2,318,219 

- 

Centlec(Non cash movement) 

332,947 

- 

- 

Total 

14,473,796 

8, 820 000 

877,983 

The expenditure were financed as follows: 



Description 

2007 

2008 

2009 


R 

R 

R 

Contribution from operating income 

2,110,000 

1,419,076 

818,755 

Contributions from Government and 
Province 

9,600,000 

13,054,720 

59,237 

Total 

11,710,000 

14,473,796 

877,992 


Details of capital expenditure and financing are shown in appendices B and C. 
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Naledi Local Municipality 
Report of the Chief Financial Officer 

for the year ended 30 June 2009 (continued) 


3. External loans, investments and cash 

The current and comparative figures for external loans, investments and cash are as 
follows: 


Item 

2008 

2009 


R 

R 

External investments 

103,996 

112,585 

Cash on hand and in bank 

4,643,027 

1,186,511 

Bank balance/(overdraft) 

- 

(1,616,420) 


4,747,023 

(317,324) 

Funds, reserves and provisions 



The current and comparative figures for the statutory and other funds are as follows: 

Fund 

2008 

2009 


R 

R 

Statutory funds 

2,765,749 

2,934,986 

Trust funds 

2,051,930 

2,057,021 

Provisions 

1,102,062 

1,284,594 


5,919,741 

6,276,601 


More information regarding funds and provision are disclosed in notes 1, 11 and 
Appendix A to the Financial Statements 


5. Post balance sheet events 

No events have taken place between the date of the financial statements and the 
date of this report which could have had an effect on the financial statements as 
disclosed. 

6. Appreciation 

I would like to thank the Mayor, Councillors, the Municipal Manager, Departmental 
Heads and all officials for the support given to me during the year. 


31 August 2009 

Date 


M Mokqoke 

Chief Financial Officer 
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Naledi Local Municipality 
Accounting policies 

for the year ended 30 June 2009 

1. Basis of presentation 

1.1 The financial statements have been prepared to conform to standards laid down by the 
Institute of Municipal Treasurers and Accountants in its Code of Practice for Local 
Government Accounting (1997) and the Published Annual Financial Statements for Local 
Authorities (second editionl996, as amended). 

1.2 The financial statements are prepared on the historical cost basis adjusted for fixed 
assets, as more fully described in Accounting Policy note 3. The accounting policies are 
consistent with those applied in the previous years, except if otherwise indicated. 

1.3 The financial statements are prepared on the accrual basis: 

- Income is accrued when collectable and measurable. 

- Certain direct income is accrued when received, i.e. traffic fines and certain licences. 

- Expenditure is accrued in the year in which it is incurred. 


2. Consolidation 

The financial statements include the rates- and general services, trading services and 
different funds and provisions. All inter-departmental charges are set-off against each other 
with the exception of assessment rates, refuse removal, sewerage, electricity and water. 

3. Fixed assets 

3.1 Fixed assets are stated: 

- at historical cost; or 

- at valuation (based on the market price at the date of acquisition), where assets have 
been acquired by certain grants or donations. While they are in existence and fit for use, 
except in the case of bulk assets which are written off at the end of their estimated life as 
determined by the CFO and approved by the council. 

3.2 Depreciation 

The balance shown under the heading "Loans Redeemed and Other Capital Receipts" in 
the notes to the balance sheet is tantamount to a provision for depreciation, however, 
certain structural differences do exist.By way of this "Provision" assets are written down 
immediately or over the period of the long term loan being the source of finance of the 
particular asset or group of assets. 
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Naledi Local Municipality 
Accounting policies (continued) 

for the year ended 30 June 2009 

3.2 Depreciation (continued) 

Apart from advances from the various Council funds, assets may also be acquired through: 

- Appropriation from income, where the full cost of the asset forms an immediate and direct 
charge against operating income. Provision for additional depreciation is deemed 
unnecessary. 

- Grants and donations where the amount representing the value of such grant or donation 
is immediately credited to the "Loans Redeemed and Other Capital Receipts" account. 


3.3 The net proceeds from the sale of immovable property are credited to the Erven trust 
fund. The net proceeds from the sale of other assets are credited to income. 


3.4 Fixed assets are financed from different sources, i.e. internal loans, operating income, 
endowments and internal advances. These loans and advances are redeemed over a 
period equal to the expected lives of the assets. Interest is charged to the service 
concerned at the ruling interest rate applicable at the time of the approval of loans or 
advances. 


4. Inventory 

Inventory is valued at the lower of cost, determined on the weighted average basis and net 
realisable value after due provision for obsolescence has been made. 


5. Funds and reserves 

5.1 Capital development fund 

The capital development fund ordinance of 1962, requires a minimum contribution of 1,0% 
of the defined income for the immediately preceding financial year. 
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Naledi Local Municipality 
Accounting policies (continued) 

for the year ended 30 June 2009 
5.2 Erven trust fund 

The Erven Fund is utilised for financing the acquisition of land for housing development 
projects. When land owned by the council is sold, all proceeds there from are credited to 
the Erven Trust Fund. This fund is utilised for a financing projects of a lasting non- 
productive nature as prescribed in Sec.85(l)(b) of the Local Government Ordinance, 1962 
(Ordinance no. 8 of 1962). 


6. Provisions 

Provision was made for liabilities or contingencies which are known at the date of the 
balance sheet but for which the amounts involved cannot be determined with substantial 
accuracy. The provision for bad debts refers to current assets and is therefore disclosed as 
a deduction from debtors. This fund will be utilised when council approval is given for 
writing off bad debts. 


7. Retirement benefits 

7.1 The retirement benefit plan is subject to the Pension Fund Act of 1956,with pensions 
being calculated either on the fixed contribution or the fixed benefit method . Current 
contributions by the Municipality are charged against operating income on the basis of 
current service cost. Unfavourable experience adjustments and the cost of insurance of 
the increased benefits are written off over the smallest of the remaining service period 
or over five years. Favourable experience adjustments are retained in the retirement 
plan. 

7.2 Naledi Municipality and its employees contribute to the SALA pension Fund, Free State 
Pension Fund, the Free State Municipal Provident Fund. 


8. Surplus and deficits 

Any surplus or deficit originating from the electricity or water services are transferred to 
rates and general services. 
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Naledi Local Municipality 
Accounting policies (continued) 

for the year ended 30 June 2009 

9. Treatment of administrative and other overhead costs 

The costs of internal auxiliary services are debited against the different services and are in 
accordance with IMTA's Report on Accounting for Support Services (1990). 


10. Leased assets 

Fixed assets held under finance leases are capitalised. Such assets are effectively 
amortised over the term of the lease agreement. Finance charges are allocated to the 
accounting period over the duration of the leases by the effective interest rate method 
which reflects the extent and cost of lease finance, utilised in each accounting period. All 
other leases are treated as operating leases and the relevant rentals are charged to the 
operating account in a systematic manner related to the period of the assets concerned. 
Lease of farms income is recognised on a straight line basis over the lease contract 


11. Investments 

Investments are made in accordance with the requirements of Section 84 of the Local 
Government Ordinance, 1962(Ordinance no. 8 of 1962) and policy prescribed by the 
Municipal Finance Management Act, (Act no. 56 of 2003). Investments are shown at the 
lower of cost or market value if a permanent decline in the value occurred, and are invested 
according to the provisions contained in the Circular issued by Provincial Legislature. 


12. Income recognition 

12.1 Water charges 

All meters are read and billed monthly. Where meters cannot be read during a particular 
month a provisional bill is issued with the necessary adjustments made in the month when 
the meters are indeed read. 

12.2 Electricity charges 


The municipality has outsourced the electricity function to Centlec. The results from Centlec 
have not been consolidated on a line by line basis. 
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Naledi Local Municipality 
Accounting policies (continued) 

for the year ended 30 June 2009 


13. Assessment rates 

Dewetsdorp/ Morojaneng and Wepener Levy assessment rates based on the value of the 
property. The value of the property consists of land, buildings and their value of 
improvements. Rebates are granted to state properties according to the percentage council 
agrees on. Van Standesrus does not levy assessment rates bases on the value of the 
property. Assessment rates are levied at a fixed basic site levy. 


14. Irregular, fruitless and wasteful and unauthorised expenditure 

Irregular expenditure means expenditure incurred in contravention of, or not in accordance 
with, a requirement of any applicable legislation including the MFMA or any provincial 
legislation providing for procurement procedures in the Provincial Government. 


Fruitless and wasteful expenditure means expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. 


Unauthorised expenditure means expenditure not in accordance with the purpose of a vote 
or, in case of a main division not in accordance with the purpose of the main division. 
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Naledi Local Municipality 
Balance sheet 

as at 30 June 2009 


2009 

Note R 


Capital employed 
Funds and reserves 

Statutory funds 1 

Accumulated surplus 25,198,708 


2,934,986 

2,934,986 


Trust funds 
Long term liabilities 
Consumer deposits 

Total capital employment 


2 2 ,057,022 

3 764,971 

4 349,732 

31,305,419 


Employment of capital 


Fixed assets 

Prepayments 

Investments 


5 34,320,411 

6 276,296 

7 112,585 
34,709,292 


Net current assets 

Current assets 

Inventory 
Debtors 
Bank and cash 

Current liabilities 

Provisions 
Creditors 
Bank overdraft 
Grants not utilised 
Other liabilities 

Short term portion of long term liabilities 


9 

10 
13 


11 

12 

13 

12 

12 

3 



Total employment of capital 


31 305 419 


2008 

R 


2,765,749 

2,765,749 


37,273,676 


2 ,051,930 
879,177 
335,331 
43,305,864 


34,915,086 

281,660 

103,996 

35,300,742 

8,005,122 


35,057,133 


1,077,225 

29,336,881 

4,643,027 


(27 052011) 
(1,102,062) 
(12,185,212) 

(8,407,399) 
(5,243,853) 
(113, 845) 


43 305 864 
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Naledi Local Municipality 
Income statement 

for the year ended 30 June 2009 










Budget 

Actual 

Actual 

Surplus/ 

Budget 


Actual 

Actual 

Surplus/ 

Surplus/ 

income 

expenditure 

(deficit) 

Surplus/ 


revenue 

expenditure 

(deficit) 

(deficit) 

2008 

2008 

2008 

2008 


2009 

2009 

2009 

2009 

R 

R 

R 

R 

Rates and general 

R 

R 

R 

R 

26,176,643 

26,749 ,374 

(572,731) 

(1,722,930) 

services 

26,721,742 

36,757, 720 

(10,035,978) 

2,816,478 

14,228,656 

21,737,078 

(7,508,422) 

(3,192,522) 

Community services 

14,630,382 

31,301,879 

(16,671,497) 

5,994,888 

1,642,046 

2,427,554 

(785,508) 

(462,390) 

Subsidised services 

2,088,356 

2,963,743 

(875,387) 

1,606,165 

10,305,941 

2,584,742 

7,721,199 

1,931,982 

Economical services 

10,003,004 

2,492,098 

7 ,510,907 

(4,784,575) 

85,236 

4,880 

80,356 

27,840 

Housing services 

112,371 

116,038 

(3,667) 

68,249 

12,703,624 

6,607,699 

6,095,925 

1,695,090 






6,714,206 

7,243,685 

(529,479) 

- 

Trade services 

25,854,553 

6,746,760 

19,107,794 

(2,994,615) 

45,679,709 

40,605,638 

5,088,221 

- 

Total 

52,688,666 

43,620,517 

9,068,149 

(109,888) 


1,245,767 

6,333,988 

30,939,688 

37,273,676 


Appropriation for the year (Refer note 16) 

Net surplus/(deficit) for the year 
Retained deficit at the beginning of the year 
Retained deficit at the end of the year 


(21,143,118) 

(12,074,968) 

37,273,676 

25,198,708' 


(Refer to Appendices D and E for more information). 
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Naledi Local Municipality 
Cash flow statement 

for the year ended 30 June 2009 


Cash retained from operating activities 

Cash generated by operations 
Interest received 

(Increase) / decrease in working capital 

Less: External interest paid 

Cash available from operations 


2009 

Note R 

(4,020,991) 



Cash utilised in investing activities 

Increase in investments 

Investment in fixed assets 

Net Proceeds on sale of fixed assets 

Net cash flow 


22 (8,589) 

5 (877,983) 


(4,944,690) 


Cash effects of financing activities 

(Decrease)/increase in long term liabilities 17 

Decrease/(increase) in consumer deposit 4 

Decrease/(increase) in cash and bank 23 

Net cash utilised 


(113,845) 

(14,401) 

5,072,936 

4,944,690 


2008 

R 

11,800,485 

12,909,593 

8,888 

(1,117,996) 

11,800,485 

(110,615) 

11,689,870 


(11,429) 

(14,140,849) 

494,045 

(1,968,363) 


(113,845) 

18,632 

2,063,576 

1,968,363 
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Naledi Local Municipality 
Notes to the financial statements 

for the year ended 30 June 2009 




2009 

2008 



R 

R 

1. 

Statutory funds 




Capital development fund - Electricity 

287,603 

287,603 


Capital development fund - General 

1,885,932 

1,819,688 


Capital development fund - Sewerage 

347,978 

297,370 


Capital development fund - Water 

413,473 

361,088 


= 

2,934,986 

2,765,749 

2. 

Trust fund 




Erven trust fund 

2,057,022 

2,051,930 


Refer to Appendix A for more detail. 



3. 

Long term liabilities 




External loans: Centlec 

992,661 

1, 106,146 


Redeemed in the current year 

(113,845) 

(113,845) 



878,816 

992,301 


Less: Short term portion transferred to current liabilities 

(113,845) 

(113,845) 



764,971 

878,456 


See Appendix B 



4. 

Consumer deposits 




Electricity and water 

349,732 

335,331 

5. 

Fixed assets 




Fixed assets at the beginning of the year 

166,230,507 

146,470,777 


Correction through appropriation account (non cash 

(594,675) 

11,259,908 


movement) 




Capital expenditure during the year 

877,983 

14,140,849 


Less: Assets written off, transferred or disposed of during 

- 

(5,641,027) 


the year 




Total fixed assets 

166,513,815 

166,230,507 


Less: Loans redeemed and other capital receipts 

(132,193,404) 

(131,315,421) 


Net fixed assets 

34,320,411 

34,915,086 


Refer to Appendix C and Section 2 of the Treasurer’s Report for more details. 
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Naledi Local Municipality 
Notes to the financial statements 

for the year ended 30 June 2009 (continued) 


2009 2008 

R R 

5. Fixed assets 


Fixed assets at the beginning of the year 

166,230,507 

146,470,777 

Correction through appropriation account (non cash 

(594,675) 

11,259,908 

movement) 

Capital expenditure during the year 

877,983 

14,140,849 

Less: Assets written off, transferred or disposed of during 

- 

(5,641,027) 

the year 



Total fixed assets 

166,513,815 

166,230,507 

Less: Loans redeemed and other capital receipts 

(132,193,404) 

(131,315,421) 

Net fixed assets 

34,320,411 

34,915,086 

Refer to Appendix C and Section 2 of the Treasurer’s 
Report for more details. 



Prepayments 



Prepayments relating to S57 of MFMA settling contracts 
Manager C Mgwadleka 

34,064 

34,064 

Manager TB Khoase 

98,425 

98,425 

CV Mokgothu Telkom 

- 

5,364 

Marang Solutions (debt collections) 

11,112 

11,112 

Friday Management Solution (overpayment) 

132,695 

132,695 


276,296 

281 660 

Investments 



Unlisted 



ABSA Bank (Money Market Fund) 

22,081 

19,785 

ABSA Bank (Money Market Fund) 

44,786 

40,128 

Senwes 

17,514 

16,981 

OVK 

24,289 

23,187 

Total Investments 

108,670 

100,081 

Market value of listed investments and management's 
valuation of unlisted investments 

3,915 

3,915 

Listed investments 

108,670 

100,081 

Unlisted investments 

112,585 

103,996 
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Naledi Local Municipality 
Notes to the financial statements 

for the year ended 30 June 2009 (continued) 


Leases 

Leases rentals receivables: Municipal Camps 

2009 

R 

2008 

R 

Receivable within 12 months 

Receivable between 1 and no later than 5 years 

82,664 

73,480 

169,739 

Later than 5 years 

82,664 

243,219 

The municipality entered into 3 years contract during 07/08 
with individuals in which they rent municipal camps/farms 
over a period of 3 year. The rental amounts escalate with 
10% p/a. 



Lease of office equipment 

Receivable within 12 months 

Receivable between 1 and no later than 5 years 

Later than 5 years 

233,367 

700,101 

168,432 

336,864 


933,468 

505,296 

Inventory 



Inventory represents consumables, raw materials, work-in- 
progress and finished goods. Where necessary specific 
provision is made for obsolete inventory. 

1,013,934 

1,077,225 

Debtors 



Current debtors (consumer) 

Current debtors (other) 

48,517,205 
10,216 ,883 

38,510,492 

5,849,371 

Provision for bad debts 

58,734,088 

(34,059,116) 

44,359,863 

(15,022,982) 


24,674,972 

29,336,881 


Bad debts: R 34 059 116 (2008: R 15 022 982). 

Days outstanding in debtors are in excess of 120 days (2008: 
120 + days) 
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Naledi Local Municipality 
Notes to the financial statements 

for the year ended 30 June 2009 (continued) 


11 Provisions 


2009 

R 


2008 

R 


Leave reserve 
Bonuses 
Bad debts 

Less: Provision allocated to debtors (refer note 9) 
Refer to Appendix A for more details. 

12 Creditors 

Town Hall deposits 
Trade creditors 
Grants not utilised 
Sundry creditors 

13 Bank, cash and overdraft 

The Municipality has the following bank accounts 
and cash on hand: 

Primary Account no 1860 270 184 
Bank statement balance 


14 Assessment rates 


Assessable - Land 
Assessable - Improvements 
Non assessable - Land 
Non assessable - Improvements 


1,014,562 

803,550 

270,031 

298 ,512 

34,059,116 

15,022,982 

35,343,710 

16,125,044 

(34,059,116) 

(15,022,982) 

1,284,594 

1,102,062 


350 

10,692,021 

(2,412,176) 

18,984,236 

350 

12,184,711 

8,407,399 

5,243,852 

27,264,431 

25,836,462 

(1,616,420) 

4,179,495 

1,186, 511 

463,532 

(429,909) 

4,643,027 

Valuation date 
value 2009 

R 

Actual 

income 

2009 

R 

6,610,025 

55,620,200 

5,374,650 

46,933,350 

4,310,072 

114,538,225 

4,310,072 


The valuation of land and improvements is done every five years. The 2008 valuation role 
has not been approved by the council. 


Page | 90 



Naledi Local Municipality 
Notes to the financial statements 
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2009 

2008 

Councillor's remuneration 

R 

R 

Mayor’s allowance 

450,456 

481,315 

Speaker’s allowance 

- 

- 

Councillor's allowances 

675,272 

892,915 

Executive Committee Members’ allowance 

- 


Pension fund contributions 

- 

- 


1,125,728 

1,374,230 


15.1 Benefits in kind 

The Mayor is a full-time councillor. He is entitled to 
offices and secretarial support by the Council. 

15.2 The salaries and allowances of the councillors are 
within the limits as prescribed by the Remuneration of 
Public Office Bearers Act, 1998 (No. 20 of 1998) 

153 Related party transactions 

The total amount of goods and services bought from 
related parties are as follows: 

Mr MP Mifi (councillor until January 2009) 6,350 10,450 


16. Auditor's fees 


Opening balance 

241,137 

764,181 

Current year 

239,965 

1,395,403 

Under provision previous year 

(1,742,452) 

(1,918,447) 

Finance transactions 

(1,261,350) 

241,137 

Total external interest earned and paid 

Interest received 

86,423 

(8,888) 

Interest paid 

37,127 

110,615 

Capital charges debited to operating account : 

123,550 

101,727 

- Interest - internal 

- 

110,615 

- External 

- 

110,615 

- Redemption: 

991,828 

113,845 

- External 

991,828 

113,845 
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18. 



2009 

2008 

Appropriations 

R 

R 

Appropriation account 

Retained deficit at the beginning of the year 

37,273,676 

30,939,688 

Adjustment to the opening figures due to incorrect 
additions 


- 

Operating surplus/(deficit) for the year 

9,068,149 

5,088,221 

Appropriation for the year 

- 


- Prior year adjustments 

(21,143,118) [ 

1,245,767 

Retained deficit at the end of the year 

25,198,708 

37,273,676 


Operating account 


Movement in Capital develop fund - General 66,243 

Movement in Capital develop fund - Sewerage 50,608 

Movement in Capital develop fund - Water 52,385 

Movement in Land Reserve 

Movement in Provision for bonuses (28,481) 

Movement in Provision for bad debts 19,036,134 

Movement in provision for leave 211,012 


19. Cash generated by operations 


31,503 

31,265 

36,878 

240,049 

(66,605) 

5,254,404 

32,999 


Surplus/(deficit) for the year 
Previous year’s operating transactions 
Appropriations charged against income 
-Statutory Funds and Erven Trust funds 

- Capital expenditure 

- Fixed assets written off 

- Provisions and reserves 
-Unreconciled adjustments/expenditure 
-Fixed Assets sold 

Capital charges: 

Interest paid 

- External loans 

Redemption 
-External loans 


9,068,149 

(21,143,118) 

19,681,524 

5,088,221 

1,245,767 

6,360,033 

174,328 

877,983 

(594,675) 

19,218,666 

5,221 


170,140 

1,419,076 

5,220,798 

44,063 

(494,045) 

991,828 

215,572 

- 

101,727 

- 


101,727 

991,828 

113,845 

991,828 


113,845 


8,598,383 12,909,593 
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2009 2008 

R R 

20. Increase/decrease in working capital 

(lncrease)/decrease in debtors (14,397,589) (17,310,098) 

(Decrease)/increase in creditors 1,610,502 15,602,254 

Decrease/(increase) in inventory 63,291 589,847 

(12,705,797) (1,117,997) 


21. Decrease/(increase) in external long term 

liabilities 

Loans repaid (113,845) (113,845) 


22. Decrease/(increase) in external cash investments 

Investments at the beginning of the year 103,996 

Less: Investment at the end of the year 112,585 

(8,589) 


23. Decrease in cash and bank 

Cash balance at the beginning of the year 4,643,027 2,579,451 

Cash balance at the end of the year (429,909) 4,643,027 

5,072,936 (2,063,576) 


24. Retirement benefits 

Naledi Municipality and its employees contribute to the Free State Municipal Pension fund and 
the SALA Pension fund. Both these funds are financially sound. 


25. Contingent liabilities and contractual obligations 
25.1 Contingent liabilities 

The Council has a case pending which was instituted by the former Municipal Manager to the 
amount of RlOO 000. 

Contractual Obligations 

Dewetsdorp: Waterborne Sanitation - 389,537 

Wepener: Construction of 1.5ml Reservoir 1,299,161 1,299,161 


1,299,161 1,688,698 


92,567 

103,996 

(11,429) 
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2009 2008 

R R 

Contractual Obligations (Continues) 

This expenditure will be financed from: 

- Internal sources 


- External sources 

1,299,161 

- 


1,299,161 

- 

26 Contingent Assets 



The council has a pending legal case against the former Chief financial officer to 
recover an amount of R560 000. 


27 Government grants and subsidies 



Equitable share 

18,127,505 

14,443,925 

Central government grants 

9,026,163 

- 

Provincial government grants 

349,826 

2,972,922 

Grants from the District Municipality 

- 

6,788,002 


27,503,494 

24,204,849 


27.1 Equitable share 

In terms of the Constitution, this grant is utilised to 
subsidise the provision of basic services to indigent 
community members and free basic water and 
electricity to the remainder of the community. All 
consumers receive a monthly subsidy which is 

credited to their account 18,127,505 14,443,925 
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27.2. Central Government Grants 

2009 

2008 

27.2.1 Drought relieve grant 

R 

R 

Opening balance 

2,230,843 

500,000 

Transferred to Fixed Assets 

59,237 

- 

Current year receipts 

- 

1,200,000 

Transferred to income statement 

(2,439,879) 

530,843 

Closing balance 

(149,799) 

2,230,843 

27.2.2 MIG Grant 



Opening balance 

5,687,088 

552,500 

Current year receipts 

9,928,000 

14,099,169 

Transferred to income/expenditure 

(11,598,848) 

7,863,667 

Transferred to fixed assets 

- 

- 

Closing balance 

4,016,240 

6,788,002 

27.2.3 Financial Management Grant 



Opening balance 

599,398 

295,699 

Current year receipts 

500,000 

500,000 

Transferred to income/expenditure 

(700,348) 

546,127 

Closing balance - (transferred to creditors - note 9) 

399,050 

249,572 

27.2.4 MSIG Grant 



Opening balance 

(1,014,332) 

1,286,500 

Current year receipts 

2,359,992 

734,000 

Transferred to income/expenditure 

(2,529,317) 

(166,277) 

Transferred to fixed assets 

- 

- 

Closing balance 

(1,183,657) 

1,362,637 
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27.3 Provincial Government Grants 
27.3.1 Free State Treasury Grant 


Opening balance 

588,485 

588,485 

Current year receipts 

- 

- 

Transferred to income and expenditure 

(476,735) 

- 

Closing balance - (transferred to creditors - note 9) 

111,749 

588,485 

Free State Treasury Grant 

Opening Balance 

(781,406) 

(781,406) 

Current year receipts 

- 

- 

Transferred to income and expenditure 

- 

- 

Closing balance 

(781,406) 

(781,406) 
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2009 

2008 

Employee Related Costs 

R 

R 

Salaries 

8,198,072 

14,414,536 

Housing Subsidies 

70,436 

- 

PAYE 

652,734 

- 

UIF 

260,329 

- 

Medical Aid 

1,414,406 

- 

Provident 

733,656 

- 

Overtime 

205,024 

- 

Travel, Subsistence and Car Allowances 

633,196 

- 

Protective clothing 

2,400 

- 

No advances were made to employees. 

12,170,253 

14,414,536 

Remuneration - Municipal Manager 

Annual Remuneration 

60,833 

492,619 

Car Allowance 

32,521 

- 

Contributions - UIF, Medical and Pension Funds 

- 

- 


93,354 

492,619 


The Acting Municipal Manager acting between 1 July '08 to 7 May 2009 and was paid by the 
Department of Local Government and Housing. The current Municipal Manager was only 
appointed 7 May 2009. 
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28.3 


28.4 


28.5 


29 

29.1 


Remuneration - Chief Financial Officer 


Annual Remuneration 

35,820 

142,759 

Allowances 

11,600 

- 


47,420 

142,759 

The Acting Chief Financial Officer only acted until September 2008. The current Chief Financial 
Officer was only appointed 1 June 2009. 

Remuneration - Manager Corporate Services 

Annual Remuneration 

54,088 

246,602 

Allowances 

20,635 

- 

The Corporate Services Manager was only 
appointed 12 May 2009. 

74,723 

246,602 

Remuneration - Manager Technical 

R 

R 

Annual Remuneration 

48,571 

295,448 

Allowance 

26,956 

- 

Irregular expenditure 

75,527 

295,448 

Reconciliation of irregular expenditure 

Opening balance 

294,000 

- 

Irregular expenditure current year 

- 

294,000 

Approved or condoned by council 

- 

- 


294,000 

294,000 
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29.2 Fruitless and wasteful expenditure 

Opening balance 10,954,554 

Fruitless and wasteful expenditure current year - 10,954,554 

Approved or condoned by Council 

10,954,554 10,954,554 

30 Additional Disclosures in terms of the Municipal Finance Management Act 

30.1 Councillors' arrear consumer accounts 

Arrear consumer accounts nil nil 

30.2 Non-compliance with the Municipal Finance Management Act 

30.2.1 Chapter 8, Section 69(3) 

The accounting officer did not submit a draft service delivery and budget implementation plan 
to the mayor. 

30.2.2 Chapter 8, Section 75 

The accounting officer did not display the documents required in terms of this section on the 
website of the municipality. 

30.2.3 Chapter 12, Section 127(2) 

The mayor did not table the annual report of the municipality timeously. 

30.2.4 Chapter 12, Section 127(3)(a) and (b) 

The mayor did not submit a written explanation setting out the reasons for failure to submit 
the annual report timeously. 
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for the year ended 30 June 2009 Appendix A 


Statutory funds, trust funds and reserves 

Balance at 




Contributio 

Interest 

Other 

Expenditur 

Balance at 



ns 


income & 

e during 






adjustment 

C 

the year 



01.07.08 

2009 

2009 

w 

2009 

2009 

30.06.09 


R 

R 

R 

R 

R 

R 

Statutory funds 







Capital development 
fund - Water 

361,088 

51,700 

685 

- 

- 

413,473 

Capital development 
fund - Electricity 

287,603 

- 

- 

- 

- 

287,603 

Capital development 
fund - General 

1,819,688 

62,793 

3,450 

“ 

“ 

1,885,931 

Capital development 
fund - Sewerage 

297,370 

50,044 

564 

- 

- 

347,978 

Erven trust fund 

2,051,930 

1,200 

3,891 

- 

- 

2,057,021 


4,817,679 

165,738 

8,590 

- 

- 

4,992,007 

Provisions 







Bonuses 

298,512 

- 

- 

- 

(28,481) 

270,031 

Leave reserve 

803,550 

- 

- 

211,012 

- 

1,014,562 

Provision for bad 
debts 

Less: Provision 

15,022,982 



19,036,134 


34,059,116 

allocated to debtors 

(15,022,982 

- 

- 

(19,036,134) 

- 

(34,059,116) 

(refer note 11) 

) 






Total 

1,102,062 


- 

211,013 

(28,481) 

1,284,594 
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External Loans 


Interest Rate 


Centlec 10.00% 


Total external loans 


Loan Year of 

No. Settlement Balance Received Adjustment Redeemed/ Written Off 


Balance 


01.07.2008 

R 

2009 

R 

2009 

R 

2009 

R 

30.06.2009 

R 

992,661 

- 

- 

(113,845) 

878,816 

992,661 

- 

- 

(113,845) 

878,816 


992,661 

- 

- 

(113,845) 

878,816 
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(Page 1 of 4) 


Analysis of fixed assets 





Expenditure 

Balance at 

Expenditure 

Written off/transfer 

Balance at 

2008 

01.07.2008 

2009 

redeemed/disposed 

30.09.2009 


R 



2009 

R R R R 
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25,788 


1,536,971 

6,828,275 

212,425 

252,250 

3,235,114 


Ground and Measure 


Equipment and Vehicles 
Wepener building 
Council Property 
Town Commonage 

Unsold Sites 


Civil Works 


Subsidised services 


Ambulance 


Sorguhum beer depots 
Vehicles/ Equipment 


751,426 

2,304,711 

15,348,755 

1,141,666 

197,153 

411,430 

27,183,719 

9,007,980 

2,277 

3,001 

71,750 
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3,235,114 


10,018,996 

9,502,175 

516,821 


Civil Defense 


4,620 


- 

Camp 


2,693 


- 

Fire Services 


16,471 


- 

Health 


161,691 


- 

Park and trees 


370,290 


- 

Recreation 


7,597,644 


- 

Town hall and offices 


777,543 


- 

Economic services 

61,371,439 

- 

Sewerage 


57,753,001 


- 

Refuse 


3,611,938 


- 

Farming 


6,500 


- 



61,371,439 


- 


57,753,001 

- 


3,611,938 

- 


6,500 
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200,800 


Housing Service 


1,195,068 


200,800 Sub Economic Services 

2,335,567 Trading Services 

2,335,567 Electricity 

Water 

332,947 Other 

332,947 Centlec 



35,415,500 



5,297,411 



25,400,758 


Total fixed assets 


166,230,507 


1,195,068 


iyi95,068 


35,415,500 



5,297,411 


5,297,411 


877,983 (594,675) 166,513,814 


Page | 105 















Appendix C 


Naledi Local Municipality 
Financial statements 

for the year ended 30 June 2008 

Analysis of fixed assets (continued) (Page 3 of 4) 

Expenditure Balance at Expenditure Written off/transfer Balance at 

2008 01.07.2008 2009 redeemed/disposed 2009 30.09.2009 

R R R R R 


25,400,758 Total fixed assets - Balance B/F 166,230,507 877,983 (594,675) 166,513,814 

14,473,796 Less: Loans redeemed and other capital receipts 131,315,421 877,983 - 132,193,404 


14,140,849 General Expenditure 

Contributions Subsidies 
12,721,773 Grants and Subsidies 

Loans redeemed and advances paid 
Sale of surplus 
Contributions Erven Trust 
Contributions Ex Operating income 
Contributions Income Provision 
1,419,076 Contributions Income 

Contributions Capital 


101,734,574 877,983 - 102,612,557 
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Contributions Government 

8,708,836 


- 


- 


8,708,836 

Contributions Other 

3,167,071 


- 


- 


3,167,071 

Contributions Renewal 

23,238 


- 


- 


23,238 
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Appendix C 

Analysis of fixed assets (continued) (Page 4 of 4) 


- 

Housing Services 

1,821,711 

- 

- 

1,821,711 

- 

Loans redeemed and advances paid 

1,629,358 


- 


- 


1,629,358 

- 

Contributions Ex Operating Income 

31,593 


- 


- 


31,593 

- 

Contributions Funds 

10,524 


- 


- 


10,524 

- 

Contributions Other 

138,565 


- 


- 


138,565 

- 

Contributions Reserves 

11,671 


- 


- 


11,671 

332,947 

Electricity 

2,055,615 

- 

- 

2,055,615 

- 

Contributions Government 

162,769 


- 


- 


162,769 

- 

Loans redeemed 

1,407,254 


- 


- 


1,407,254 

332,947 

Contributions Other 

332,947 


- 


- 


332,947 

- 

Contributions Ex Operating Income 

111,884 


- 


- 


111,884 

- 

Contributions Public 

40,761 


- 


- 


40,761 

- 

Electricity 

3,971,803 

- 

- 

3,971,803 

- 

Grants and Subsidies 

3,971,803 


- 


- 


3,971,803 
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Water 


- 

Loans redeemed and advances paid 

- 

Sale of surpluses 

- 

Contributions Other 

- 

Contributions Government 

- 

Contributions Other 

10,926,962 

Net fixed assets 


21,731,718 - - 21,731,718 

17,802,714 n ^ 

63,738 
145,753 
2,915,303 
804,210 

34,915,086 - (594,675) 



34,320,411 
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Analysis of operating income and expenditure 


Actual 


Actual Budget 


2008 


2009 2009 


R 


R 


R 


Income 


20,787,381 

Grants and subsidies 

27,503,494 

26,997,374 

10,970,752 

Central Government 

18,127,505 


17,741,000 

9,816,629 

Regional Government 

9,375,989 


9,256,374 

- 

Other 




24,883,441 

Operating income 

25,098,749 

12,788,864 

3,562,543 

Assessment rates 

4,310,072 


4,047,275 

393,540 

Sale of electricity 

- 


- 

3,598,382 

Centlec 

491,353 


- 

6,714,206 

Sale of water 

11,799,601 


3,359,765 

10,614,770 

Other services and charges 

8,497,722 


5,381,824 

8,888 

Interest received 

86,423 

2,000 


45,679,710 


52,688,666 


39,788,238 
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Expenditure 


12,041,816 

Salaries, wages and allowances 

12,170,253 

13,832,242 

General expenses 

10,912,687 

7,251,343 

Purchase of electricity 

190,962 

4,988,946 

Purchase of water 

6,440,009 

1,591,953 

Other general expenses 

4,281,716 

751,002 

Repairs, fuel and maintenance 

654,939 

- 

Capital charges 

877,983 

1,419,076 

Contribution to fixed assets 

- 

5,317,816 

Contributions 

19,004,654 

33,361,952 

Gross expenditure 

20,537,576 

7,243,685 

Centlec 


40,605,637 

Net expenditure 

43,620,517 


14,414,536 

21,765,429 



1,561,550 

2,156,611 

3,718,161 

39,898,126 
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Appendix E 

(Page 1 of 2) 


Detailed income statement 


Actual 

Actual 

Surplus/ 

Actual 

Actual 

Surplus/ 

Surplus/ 

revenue 

expenditure 

(deficit) 

revenue expenditure 

(deficit) 

(deficit) 

2008 

2008 

2008 

2009 

2009 

2009 

2009 

R 

R 

R 

R 

R 

R 

R 


Rates and general services 


Community services 

Assessment rates 

Administration- General Expenses of 
the council 

Fixed Assets & Camps- Public works 
Health services / Clinic 
Civil Works 
Treasury 


26,176 643 26 749 374 (558 581) 

14,228,657 21,737,078 (7,494,271) 


3,562,543 

- 

3,562,543 

3,733,094 

10 130 830 

(639,736) 

42,237 

7,075 

49,312 

1,485,099 

2,174,909 

(709,810) 

5,425,684 

9,424,264 

(3,998,580) 


26,721,742 36,757,720 (10,035,977) 2,816,478 


14,630,382 

31,301,879 

(16,671,487) 

5,994,888 

4,310,072 

- 

4,310,072 

- 

4,016,114 

20 ,042,363 

(16,026,249 ) 

(1,598,003) 

1,470,570 

2,030,311 

(599,741) 

975,468 

228,732 

832,903 

1,395,229 

- 

- 

1,109,921 

(978,646) 

3,174,026 

2,604,894 

7 ,286,381 

(4,681,487) 

(3,443,397) 
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1 , 642,045 2 , 427,554 ( 785 , 509 ) 


” 

1,301 

(1,301) 

447,968 

480,537 

(32,569) 

9,629 

71,705 

(62,076) 

624,858 

1,609,742 

(984,884) 

559,590 

264,269 

295,321 


10 , 305,941 2 , 584,742 7 , 721,199 


6,532,152 1,527,704 5,004,448 
3,773,789 1,057,038 2,716,751 


Subsidised services 

Stores and workshop 

Library service 
Fire protection 
Parks and cemetery 
Town Hall and offices 
Economic service 
Sewerage 
Refuse removing 


2 , 088,356 

2 , 963,743 

( 875 , 387 ) 

1 , 606,165 

” 

124,894 

(124,894) 

1,041,542 

851,020 

335,478 

515,541 

(199,595) 

36,255 

34,553 

1,702 

39,518 

506,575 

1,485,221 

(978,646) 

1,231,296 

694,506 

(983,596) 

(289,090) 

(506,596) 

10 , 003,004 

2 , 492,098 

7 , 510,907 ( 4 , 784 , 575 ) 

5,912,987 

1,627,927 

4,285,060 (2,687,726) 

4,090,017 

864,171 

3,225,846 (2,096,849) 
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for the year ended 30 June 2009 
(Page 2 of 2) 

Detailed income statement (continued) 


Actual 

Actual 

Surplus/ 


Revenue 

expenditur 

(deficit) 


2008 

2008 

2008 


R 

R 

R 

Housing services 

85,236 

4,880 

80,356 

Sub economic housing 

19,417,829 

13 851 384 

5 566 445 

Trade services 

7 ,107,746 

7, 251,343 

(143, 597) 

Electricity 

12,310,083 

6,600,041 

5 ,710, 042 

Water 


45 679 708 40 605 638 5,088,220 Total 


Actual 

Actual 

Surplus/ 

Surplus/ 

revenue 

Expenditur 

(deficit) 

(deficit) 

2009 

2009 

2009 

2009 

R 

R 

R 

R 


112,371 

116,038 

(3,667) 

68,249 

25,854 55 

6,746,759 

19,107, 794 

(2 ,994 ,615) 

491,353 

227, 705 

263,648 

(107, 707) 

25 

6 ,519, 054 

18,844,145 

(2,886,908) 

,363,199 





52 688 666 43,620,517 9,068,150 (109,888) 


1,245,767 


Appropriation for the year (Refer note 18) 


(21,143,118) 


6 ,333,987 Net (deficit)/surplus for the year 
30 939 688 Accumulated deficit at the beginning of the 
year 

37 273 675 Accumulated deficit at the end of the year 


(12 ,074 ,968) 
37,273,676 


25,198,708 
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Statistical information 


2009 

2008 

a) General services 

i) Population 

20,466 

20,466 

ii) Valuation of property - Rateable: Land 

R6, 610, 025 

R6,610,025 

Improvements 

R55,621,200 

R55,620,200 

Valuation of property - Non Rateable: Land 

R5,374,650 

R5,374,650 


R46,933,350 

R46,933,350 

Improvements 


2008 financial year 2008 financial year 


but not yet 

but not yet 


approved 

approved 

ii) Number of residential properties 

5,402 

5,402 

Number of commercial properties 

78 

78 

v) Assessment rates - Land 

11.54c 

10c 

Assessment rates - Improvements 

R2.08 

R1.90 

vi) Income from assessment rates 

4,310,072 

3,562,543 

b) Electricity statistics**** 

I) Number of users 


3 ,373 

ii) Units bought 


17 ,411,220 

iii) Units sold 


14,895,755 

iv) Units lost in distribution (ii) and (iii) 


2,515,465 

v) Units lost in distribution as percentage of (ii) 


14.45% 

vi) Cost per unit bought (cents) 


558,433 



47.46 


viii) Cost per unit sold (operating expenditure - (iii) 

(cents)) 

ix) Income per unit sold (operating income - (iii) 

(cents)) 

Domestic 

- Marginal 
Commercial 

- Marginal 

x) Number of street lights 41 High mast 

460 Streets lights 

**** Electricity in the current year has been outsourced to CENTLEC 


48,21c 

47,50c 
41 High mast 
460 Street lights 
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Statistical information (continued) 



c) Water statistics 



i) Number of users 

7,619 

7,576 

ii) Units bought 

1,743,559 

1,647,250 

iii) Units sold 

1,485,575 

1,034,539 

iv) Units lost in distribution (ii) and (iii) 

257,984 

612,711 

v) Units lost in distribution as percentage of (ii) 

R0,15 

37,20% 

vi) Cost per unit bought (cents) 

324 

306 

vii) Loss in distribution (iv) and (vi) 

835,868 

1,874,896 

viii) Cost per unit sold (operating expenditure - (iii) 
(cents)) 

6,6 

6,00 

ix) Income per unit sold (operating income - (iii) 
(cents)) 

794 

1,190 

d) Sundry statistics 



i) Area (hectares) 

111933,24km2 

L11933,24km2 

ii) Previous election number of voters 

12,961 

11,400 

iii) Licences issues 

2 

2 

v) Total personnel in service of Local Council 

146 

158 



Action Plan to address issues raised during the external audit 

The Municipality is currently in the process of appointing an Internal Auditor. This appointment 
will assist to ensure that the external audit issues are addressed. The municipality plans to 
finalise this appointment by February 2010. 



Chapter 5: Functional 
Service Delivery Reporting 


Area 


5 SERVICE DELIVERY mf AySlS 


5.1 Sanitation 

The current situation of the bulk and internal sanitation is as follows: 

Table 5.1.1 Bulk Sanitation 


AREA 

BULK SANITATION PROVISION 

VAN STADENSRUS/THAPELONG 

Part of Thapelong is now serviced by full water-borne 
sanitation system, while suction tanks service the 
town. The new RDP (114 ervens) houses are now with 
network connections. 

DEWETSDORP/MOROJANENG 

There is a total of approximately 194 (Extension 6) 
informally known as Kgotha households without 
sanitation, which are serviced with a bucket system. 
The rest are covered with water borne system funded 
by Motheo and MIG. 

WEPENER/QIBING/ KANANA/ 

EBENHAESERHOOGTE 

The bulk supply is still sufficient for the greatest part of 
the town. The treatment works need upgrading and the 
capacity of pipeline is being addressed by Motheo 
funded projects. Currently 50 households are using the 
bucket system. 


Source: Naledi Municipality Baseline Info: 2006/2007 


The internal sanitation provided in Naledi is depicted in the table below: 


Table 5.1.2: Sanitation levels in Naledi 
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TOWN/AREA 

WATER 

BORNE 

SEPTIC 

TANK 

PIT OR 

VIP 

BUCKET 

SYSTEM 

NONE 

TOTAL 

NO OF 

ERVEN 

Dewetsdorp 

555 

1 

0 

0 

0 

556 

Morojaneng 

3365 

0 

0 

214 

0 

3579 

DEWETSDORP 

3920 

1 

0 

214 

0 

4135 

Van Stadensrus 

210 

50 

0 

0 

0 

260 

Thapelong 

114 

0 

0 

0 

0 

114 

VAN STADENSRUS 

324 

50 

0 

0 

0 

374 

Wepener 

300 

1 

0 

0 

0 

301 

Qibing 

3198 

0 

0 

50 

0 

3248 

WEPENER 

3498 

1 

0 

0 

0 

3549 

NALEDI LOCAL 

7742 

52 

0 

264 

0 

8058 


MUNICIPALITY 

Source: Naledi Municipality Baseline Info: 2006/2007 

The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized in below: 


1. 

Non-payment of services 
that results to institutional 

financial constraints. 

This results in budgeted for activities not being undertaken or 
having to be down-scaled. 

2. 

Lack of internal funds. 

The municipal budget does not allow for capital expenditure 
on sanitation, as it is very expensive to upgrade. Therefore 
the municipality cannot afford to counter-fund some of the 
projects in this regard. Communities must be encouraged to 
pay for services rendered. 

3. 

Municipal response time 
to complaints 

The effective maintenance of infrastructure and the reduction 
in financial losses is determined by both the effective 
vigilance and reporting of the residents and the response 







times of the municipality. 

4. 

Misuse of waterborne 
system by community. 

A lack of education and ownership leads to the misuse of the 
waterborne sanitation system. Proper control over the usage 
of water is necessary. (Engage E.H&D Man Unit) 

5. 

Upgrading of existing 
infrastructure. 

The lack of maintenance to existing infrastructure causes 
damage to the infrastructure that can only be repaired by 
upgrading the infrastructure. Unfortunately this is expensive 
as it has been mentioned above. Upgrading of our sewer 
networks. 

6. 

Sufficient Bulk sewerage 
capacity. 

Vanstadensrus/Thapelong is in need of treatment works. In 
the other towns the bulk capacity is sufficient for the short 
term but will have to be upgraded/extended if the sanitation 
systems are going to be upgraded to waterborne. 

8. 

Accessible toilet 

structures to people with 
disability 

There is a need for disabled people to have accessible toilet 
structure 

9. 

Provision of public toilets 

Public places will also be provided with public toilets as per 
the need as identified. These will be monitored by taxi 
Associations. 

10. 

Inadequate sanitation 

levels in rural areas 

A need for VIP toilets in rural settlements has been identified 
by community, where MIG funds will be utilised to address the 
gap. 


5.2 Streets and Storm-water 


Table 5.2.1: Roads situation in Naledi 




TOWN / AREA 

TARRED/PA 

VED 

STREETS 

(Km) 

GRAVELLED 
STREETS (Km) 

GRADED 
STREETS (Km) 

TOTAL 

LENGTH (Km) 

Dewetsdorp 

19.6 

4 

1km 

24.6 

Morojaneneg 

9.7 

2.0 

2.5 km 

14.2 

DEWETSDORP 

29.3 

16 

3.5km 

48.8 

Van Stadensrus 

3.5 

7.2 

2km 

12.7 

Thapelong 

2.8 

8.6 

0 

11,4 

VAN 

STADENSRUS 

6.3 

15.8 

2km 

24.1 

Wepener 

14.6 

4 

1,8 

20.4 

Qibing 

18.2 

13 

0 

31.2 

WEPENER 

32.8 

17 

1.8km 

51.6 

NALEDI RURAL 

- 

- 

- 

- 


SOURCE: NALEDI MUNICIPALITY BASELINE INFO: 2006/2007 


Within the Wepener area, only the roads around the businesses are tarred. 

Distribution routes in Qibing, Kanana and Ebanaeserhoogte are in a good condition, while 
internal street networks are not in a good condition. The connecting road between Qibing and 
Kanana is complete with a culvert bridge. Roads at Kanana also need attention. There is a need 
for a pedestrian crossing at Qibing in front of Qibing clinic and on the highway that crosses 
between Ebanaesserhoogte and Kanana. Paving of an extra kilometre was completed in 
Kwetia, while another extra 1.8 km was also completed, the latter which connects the existing 
cemeteries in Kanana (road 1). The other connector road to Qibing High School (road 2) was 
duly completed. Currently an upgrading of about 1km of internal street is under construction in 
Nyarela. In Metampelong , an extra 1km of paved road is being implemented. 

In Van Stadensrus , the main entrance road to Thapelong has been paved for approximately 1,8 
km. There is a need to secure more funds to address the backlog. During financial year 
2005/2006, an extra 1km of internal street has been paved as well as construction of culvert 
bridge which is currently being implemented and it includes extra 400m of internal street to be 
paved. 




Within the Dewetsdorp area the existing tarred roads in Dewetsdorp and Morojaneng need to be 
upgraded. An approximate of 2.8 km paved road is complete on the main road of Morojaneng. 
However, the internal streets still need urgent attention. Provision must also be made for 
internal streets upgrading in newly developed areas. During the previous financial year, 700m of 
internal streets were paved, while another extra 2km of internal streets also got paved. 
Presently a further 1km of internal streets are under construction. 

5.3 Electricity and Lights 

The municipality has opted for pre-paid electricity provision, which improves cash-flow situation. 
The distribution network is not in a good condition, more specifically during bad weather 
conditions and during the festive season when all residents use electricity supplies. The 
streetlights are now working in Thapelong and there are now 7 high mast lights and there is still 
a need for 8 more, 5 to be installed in Van Stadensrus and an extra 3 in Thapelong. 31 street 
lights are being installed to close the gap. 

Within Dewetsdorp, the entire area experiences connection problems during bad weather 
conditions. There has been an installation of extra high mast lights in the newly established 
areas of Hillside and Riverside, as well as an electricity network in these two areas. Riverside 
has been provided with three high-mast lights under Motheo-funded projects. 34 streetlights and 
2 high mast lights are currently being installed. 

Within the Wepener area, Eskom still supplies the entire Qibing and some part of 
Ebenhaeserhoogte, while the municipality supplies the other parts of Qibing and Kanana, 
Nyareka, Kwetia and Wepener through Centlec. In order to implement free electricity policy, this 
led to a point whereby the municipality had to enter into a contract with Eskom and Mangaung 
separately. With the RED’s processes coming into the picture, the problems experienced in this 
area will be adequately addressed. Area lighting is no longer a problem at Wepener/Qibing, 
except for the lack of a few extra high mast lights at Qibing and Ebanhaeserhoogte and Kanana. 
During the previous financial years, an installation of 4 extra high mast lights and 6 street lights 
was in progress. 


The provision of the electricity to the area can be summarized as follow: 


Table 5.3.1: Electricity Provision in Naledi 



TOWN AREA 

INDIVIDUAL 

CONNECTION 

S 

NETWORK 

ONLY 

NONE 

TOTAL NO 

OF ERVEN 

Dewetsdorp 

935 

446 

503 

1 884 

Morojaneng 

3 380 

0 

0 

3 380 

DEWETSDORP 

4 315 

446 

503 

5264 

Van Stadensrus 

60 

0 

0 

60 

Thapelong 

350 

0 

0 

350 

VAN STADENSRUS 

410 

0 

0 

410 

Wepener 

550 

20 

50 

620 

Qibing 

2 189 

0 

0 

2 189 

WEPENER 

2 739 

20 

50 

2 809 

NALEDI LOCAL 

7 464 

466 

553 

8 483 


MUNICIPALITY 

• Source: Naledi Municipality Baseline Info: 2006/2007 

Core issues 


The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below 


1. 

(FBE) Electricity provision 
(Jimmy Roos). 

There is a need to direct resources to this area and implement 
development planning and monitoring. 

2. 

Old distribution networks 

The weak condition of old electricity distribution networks is the 


causing power dips and 
failures. 

main cause of most electrical supply problems. Systematic 
upgrading and constant maintenance would solve numerous 
distribution problems and reduce long-term replacement costs. 

3. 

Maintenance costs. 

The maintenance cost of the network is too high for the 
municipality to pay out of their budget. Maintenance is needed 
urgently and therefore funds should be sourced from 
elsewhere(NERSA). 





4. 

Stealing of electricity. 

Electricity meters are bypassed and people use more electricity 
than they pay for. This results in a shortage on the budget and 
less money is available for maintenance and upgrading. 

5. 

Poor responses by Eskom 
&CENTLEC 

Proper complaint register is in place to attend to problems of 
poor response by Eskom & Mangaung Electricity (CENTLEC). 
However, measures should be put in place to enforce the 
complaints register mechanisms with ESKOM. 

6. 

Provision of Free Basic 
Electricity 

Communities within Naledi municipality are not registering as 
indigents in order to benefit from Free Basic Services including 
electricity provided by the Municipality. 


5.4 Waste Management 

Within the Van Stadensrus area there is one dumping site and refuse is collected once a week. 
There is a need for better refuse collection equipment, legalization of the dumping site and to 
instill proper management at the dumping site. 

Within the Wepener area there is one dumping site situated near the border of a 1:100 year 
flood line. There is a need to relocate this dump to another area where a new landfill will be 
rezoned with legal status and proper management. Refuse collection is done once a week in 
Qibing, once a week in Wepener and once a week on the business sites. There is also a serious 
need for refuse collection equipment. Since the current landfill site was on the flood line, 
measures were put into place to relocate the existing site and identification as well publication 
process has unfolded accordingly. 

Within the Dewetsdorp area there is one dumping site situated in a position good for it to be 
legalized with good management. Refuse collection is done once a week in Dewetsdorp, once a 
week in Morojaneng and once a week at the business sites. 


The waste management situation is outlined in the table below: 


Table 5.4.1: Waste Management 
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AREA 

LAND 

FILL 

SITES 

LEGAL 

STATUS 

REFUSE 

REMOVAL 

EQUIPMEN 

T 

PERSONN 

EL 

Dewetsdorp 

1 

N/A 

4 times a month 

Tractors 

5 

Morojaneng 

0 

- 

4 times a month 

Tractors 

5 

DEWETSDORP 

1 

N/A 

4 times a month 

Tractors 

5 

Van Stadensrus 

1 

N/A 

4 times a month 

Tractors 

5 

Thapelong 

0 

- 

4 times a month 

Tractors 

5 

VAN 

STADENSRUS 

1 

N/A 

4 times a month 

Tractors 

5 

Wepener 

1 

N/A 

4 times a month 

T ractors & a 

Truck 

5 

Qibing 

0 

- 

4 times a month 

Tractors 

5 

WEPENER 

1 

N/A 

4 times a month 

Tractors 

5 

NALEDI LOCAL 

MUNICIPALITY 

3 




30 


Source: Naledi Municipality Baseline Info: 2006/2007 

Core issues 


The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below 


1. 

Legal waste disposal 
sites. 

Although all the town areas have allocated dumping sites, not 
all of them are legally registered. These sites will have to be 
formalized and upgraded in order to ensure a healthy 
environment and avoid legal action against the council. 

2. 

Illegal dumping. 

The entire waste management system would be ineffective if 
the community at large does not adhere to and support it. 
Illegal dumping, in especially the former township areas, 
places strain on the ability of the municipality to effectively 
remove refuse from residential areas and furthermore 
contributes to the pollution of the natural environment. 







Community education, even more effective systems and strict 
control measures could address this problem. 

3. 

Equipment for refuse 
removal & Maintenance 

The ability of the municipality to provide consistent refuse 
removal and transport such refuse and store it at long term 
sustainable site will require additional equipment which the 
municipality does not currently own. Direct needs refer to the 
fencing of dumping sites and securing the services of the 
following equipment: a backtractor, a front-end loader, a 
grader and a compactor. 

4. 

Community awareness. 

The key to waste reduction is seen as the commitment by the 
community to reduce household waste. This in turn will need 
continuous education of the community regarding the effects 
of pollution and ways of reducing waste. 

5. 

Recycling of waste 

The waste collected can further be reduced by re-using and 
recycling them toward usable items, arts, crafts and even just 
material for new products such as paper, glass and metal 
recycling. 

6 

Capacity building 

There is a need for training of officials working at land fill 
sites. 


5.5 Water 

The situation regarding the bulk provision of water to the various areas of the municipality is 
summarised in the table below: 

Table 5.5.1: Bulk water 


TOWN 

BULK SUPPLY 

INTERNAL RETICULATION 

VAN 

STADENSRUS 

Bulk supply needs upgrading. 
Purification works need to be upgraded 
as borehole water is still being used. 
Water used not up to laboratory 
standard. A need for water reservoir not 
a need anymore with the Motheo 
funded project (M DM/2002-2003/17 

All formal erven are still supplied 
with internal water reticulation and 
individually metered. However 
90% of RDP section in Thapelong 
is still unmetered and the newly 
established 


Naledi: Van Stadensrus: upgrade of 

200 sites will need to be supplied 


bulk water supply) 

with Water and such is currently 
under construction. 





DEWETSDORP 

Bloemwater supply bulk water and is 
supplemented by 2 boreholes in times 
of need. The reservoir has a 1.5 mega 
litre capacity and reserve reservoir to 
supplement the main one. A reservoir 
of 1.5 mega litre was constructed. 
There is a an experience of water 
pressure in high areas. 

Currently there is no problem with 
household with internal network 
connections. (All erven are 
connected to bulk water 
supply), except for the newly 
established sites. 

WEPENER: 

Bulk water is supplied by Bloemwater 
supplemented by 4 bore holes plus an 
extra newly drilled bore hole. 

All households are connected to 
water bulk supply and a further 
water connection to 470 sites 
been completed. 


Source: Naledi Municipality Baseline Info, 2006/2007 


The internal water provision is indicated below: 

Table 5.5.2: Water levels in Naledi 


TOWN 

METERED 

NOT 

METERED 

COMMUNAL 

STANDPIPE 

NONE 

TOTAL NO. 

OF ERVEN 

Dewetsdorp 

550 

0 

0 

0 

550 

Morojaneng 

3 000 

380 

0 

0 

3 380 

DEWETSDORP 

3 550 

380 

0 

0 

3 930 

Van Stadensrus 

60 

0 

0 

0 

60 

Thapelong 

320 

100 

0 

0 

420 

VAN 

STADENSRUS 

380 

100 

0 

0 

480 

Wepener 

300 

0 

0 

0 

300 

Qibing 

2 348 

552 

400 

0 

3 300 


2 648 552 400 0 3 600 


WEPENER 





NALEDI LOCAL 
MUNICIPALITY 


6 578 

1 032 

400 

0 

8 010 


Source: Naledi Municipality Baseline Info: 2006/2007 


Core issues 


The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below: 


1. 

Sufficient Bulk Water 
supply 

Vanstadensrus/Thapelong is the only town that does not 
have sufficient bulk water. Water is of a poor quality and the 
purification works upgrading is currently under construction. 

2. 

Existing Backlogs in rural 

areas 

There are still a number of households that do not have 
water within the RDP standard especially in rural areas. 

3. 

Implementation of Free 
Basic Water Policy 

The provision of Free Basic Water is a legal requirement. 
However, without proper control, measurement and supply, 
it could further cause a financial burden to the municipality 
and lead to the waste of water. 


5.6 Cemeteries 

AREA 

DISCUSSED 

CURRENT 

NUMBER OF 

CEMETERIES 

PRESSURE 

BURIALS 

Dewetsdorp 

1 

1 

High (0) 

24 per month 

Morojaneng 

1 

2(full) + 1 


0 per month 

DEWETSDORP 

2 

4 

High (0) 

24 per month 

Van Stadensrus 

0 

1+1 

Low (30) 

3 per year 

Thapelong 

1 

1 

High (0) 

15 per month 

VAN 

STADENSRUS 

1 

3 

High (0) 

18 per month 






AREA 

DISCUSSED 

CURRENT 

NUMBER OF 

CEMETERIES 

PRESSURE 

BURIALS 

Wepener 

1 

3 

Low (30) 

1 per month 

Qibing 

2 

4(2 are full) + 

1 

High (30) 

27 per month 

WEPENER 

3 

8 

High(O) 

28 per month 

NALEDI LOCAL 

MUNICIPALITY 

6 

15 

High(O) 

70 per month 


Source: Naledi Municipality Baseline Info: 2006/2007 

Within the Van Stadensrus area, the cemetery is not adequate and does not have sufficient 
capacity for the next few months. A new cemetery has been developed. Within the Dewetsdorp 
area, there are three cemeteries with two full, but a new cemetery has already being surveyed. 
The new cemetery is being utilized. 

Within Wepener area there are five cemeteries, two are full, the second one has adequate 
capacity to address medium term needs and the last one’s capacity is adequate, but pressure is 
rising due to funerals for 20 to 30 people per month. There is a need for another cemetery here 
also. In Wepener, the cemetery at Kanana is no longer adequate, therefore there was an urgent 
need for the new cemetery, a new cemetery with a life span of 15 years is currently in use. 

Core issues 


The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below: 


1. 

Public facilities 

at cemeteries. 

Many of the cemeteries in Naledi are not provided with public facilities. 
Cemeteries are therefore not maintained to satisfaction. There is a need 
to investigate possible PPP initiatives. 

2. 

Maintenance of 

cemeteries 

The task is being performed by the municipal personnel; however 
volunteers are engaged in the process. 

4. 

Possible effects 

of HIV/AIDS. 

The number of deaths has increased drastically over the last few years 
mostly due to HIV/AIDS. Reducing the number of people infected with 
HIV/AIDS will reduce the short-term need for cemeteries. 





5.7 Housing 


Within the Van Stadensrus area, there are approximately 250 households in backyard dwellings 
within Thapelong, as well as 150 houses on proclaimed sites. There are illegal squatters in Van 
Stadensrus. 100 RDP houses are now complete and additional +- 100 Masakhane Housing 
Subsidies have been planned. Within the Dewetsdorp area there are approximately 1500 
backyard dwellers in Morojaneng and approximately 800 dwellers, which were informal, but now 
formalized in a formal settlement. Illegal settlement is also taking place on municipal land. 50 
Subsidies, plus 100 Masakhane houses have been approved. 

Within the Wepener area there are approximately 1000 backyard dwellers in Qibing and 
approximately 525 informal structures on informal sites. The Phahameng and Somerset 
squatters are illegal and there are no possibilities to formalize it. 100 Housing subsidies have 
been approved. 

The following table indicates the housing situation in Naledi: 

Table 2.7.1: Housing situation in Naledi 


TOWN / AREA 

UNPLANNED 

AREA 

(A) 

BACKYARD 

DWELLERS 

(B) 

TOTAL 

BACKLOG 
(A) + (B) 

Dewetsdorp 

0 

0 

0 

Morojaneneg 

139 

450 

589 

DEWETSDORP 

139 

450 

589 

Van Stadensrus 

0 

0 

0 

Thapelong 

0 

300 

300 

VAN STADENSRUS 

0 

300 

300 

Wepener 

0 

0 

0 

Qibing 

12 

500 

512 

WEPENER 

12 

500 

512 

NALEDI LOCAL 

MUNICIPALITY 

151 

1250 

1401 


Source: Naledi Municipality Baseline lnfo[ESTIMATE]: 2005/2006 




Core issues 


The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below: 


1. 

Housing backlog. 

1100 houses are needed to provide for backyard dwellers and 
people living on unplanned land in informal houses. 

2. 

Administration and 

Management of projects. 

There were some discrepancies with the administration and 
management of housing subsidies and projects in the past. Clear 
administration and service level agreement will have to be drawn 
up with contractors to avoid the problem in future. A municipal 
housing officer was appointed to deal with housing issues on a 
daily basis. 

3. 

Housing maintenance 

and support. 

The pressures on housing projects and systems are increased by 
housing units, which quickly become dilapidated. This could be 
addressed by ensuring that all housing projects included 
sufficient housing maintenance training supported by a local 
housing support service. The municipality should access 
adequate funding through its adopted Housing Sector Plan 
should in order to address these issues effectively. 


5.8 Non-Core Functions 
5.8. 1.1 Public Transport 
Rail 

A railway line runs in the western direction from Bloemfontein, past Dewetsdorp (on the east) 
through Wepener and past Van Stadensrus to Zastron. 

Air 

No airfields are recorded in Wepener, Dewetsdorp or Van Stadensrus. The nearest airport to 
Naledi is at Bloemfontein, which is an international airport. 

Core issues 

The underlying causes of the abovementioned realities as well as the resulting core issues that 
need to be addressed are summarized below: 




1. 

Established urban areas with 
no properly constructed 
roads. 

In most urban areas there are formal sites without properly 
constructed roads. The development of erven should coincide 
with the development of proper streets and stormwater 
drainage. 

2. 

Structured maintenance 

programme. 

The long term effective management of the streets and roads 
in the area is dependent on the constant and pro-active 
maintenance of roads to avoid crises management and an 
escalation in costs. 

3. 

Insufficient stormwater in 

various areas. 

In most of the townships there are insufficient or no stormwater 
drainage systems. This contributes to the poor condition of the 
streets. 

4. 

Poor condition of roads. 

Poor conditions have an impact on human safety and the 
economic activities within the locality of Naledi Municipality. 
Specific problem areas include roads in the Qibing area. Most 
roads require maintenance. 

5. 

Traffic control measures / 

road standards 

Need urgent attention for proper traffic control measures. 


5.8.2 Health & Welfare 

Table 2. 8. 2.1: Emergency Services 


AREA 

HOSPITAL 

AMBULANCE 

FIRE 

BRIGADE 

DEWETSDORP 

No hospital in the municipality. 
Utilizes the hospitals of Zastron 
and Bloemfontein. 

Served by Wepener's 
ambulances 

yes 

Morojaneng 

Same as above 

Served by Wepener's 
ambulances 

yes 

VAN 

STADENSRUS 

Same as above 

Served by Wepener's 
ambulances 

Yes 

Thapelong 

Same as above 

Served by Wepener's 
ambulances 

yes 





WEPENER 

No hospital in the municipality. 
Utilize Zastron and Bloemfontein 
hospitals. Naledi has a 24 hour 
clinic service for maternal issues 
in Wepener. They have two beds, 
personnel is not sufficient and 
equipment is of good standard. 
They have sufficient equipment 
and medication as well. 

3 Ambulances serve 
the area, of which all 3 
are stationed in 

Wepener. They have 
two beds. Personnel 

are sufficient and 
equipment is of good 
standard. They have 
sufficient equipment, 
medication and 

personnel. 

Yes 

Qibing 

Same as above 

Served by Wepener's 
ambulances 

Yes 

Kanana 

Same as above 

Served by Wepener's 
ambulances 

Yes 

Ebenhaeserhoogte 

Same as above 

Served by Wepener's 
ambulances 

Yes 


Source: Naledi Municipality Baseline Info: 2006/2007 


There is an overall increase in the number of HIV/AIDS patients in the area. The area is also 
relatively affected by mental illness amongst various family units. Malnutrition is an ever rising 
concern that has a lot of opportunistic diseases like TB. 

Within the Van Stadensrus area the clinic currently in use, has sufficient capacity and is able to 
cater for the needs of the community, but there is a need for a permanent district surgeon and 
3-4 additional nurses in the area. Within the Dewetsdorp area the town has one clinic and two 
general practitioners, with a district surgeon visiting the area occasionally. The clinic has four 
nurses and the fifth one serves the rural areas however due to the increased population the 
number of personnel is not sufficient. The district surgeon has to be stationed on a permanent 
basis. Within the Wepener area there is a clinic which ideal is to operate 24 hours, with 9 
nurses and a district surgeon who serves communities in their health care needs. There is an 
ambulance service, which makes 160 to 180 trips per month to the nearest hospital. 

With the 24 hour emergency facility now available in Wepener, there is a place where trauma 
and emergency cases can be stabilized locally before being transported elsewhere, if required. 
There is an urgent need for commissioning of service providers to update the HIV & Aids 
Programme and be guided by accurate statistics. The Free State is currently rated the second 
highest in the country as far as the Tuberculosis and HIV/AIDS incidence is concerned. There is 
a lack of specialized services in some areas. People who can afford health care are exploiting 
the health system (free health care for certain categories). Facilities are inadequate in certain 
areas, whilst the rural areas are poorly serviced with mobile clinics. 




Table 2. 8. 2.1: Welfare services and facilities 


AREA 

AGED 

DISABLED 

IMPOVERISHED 

DEWETSDORP 

Old age home, in very 
good condition. Capacity of 
approximately 80 people, 
(investigate acceptance of 
black aged) 

Many disabled. Two 
organizations caring 
for them. 

Some welfare 

organizations exist, but 
are in need of funds. 

The number of 

impoverished is 

unknown. 

Morojaneng 

No Old age home 

Many disabled. One 

organization 

(Morojaneng 

Disabled 

Organisation) caring 
for them. 

There are no welfare 
organizations caring for 
them. 

VAN 

STADENSRUS 

No old age home 

Few disabled 

There are no Welfare 
organizations. 

Thapelong 

No old age home. 

Few disabled 


WEPENER 

Old age home, in very 
good condition. Capacity of 
approximately 80 

people, (investigate) 

Many disabled. 

Some welfare 

organizations exist, but 
are in need of funds. 

The number of 

impoverished is 

unknown. 

Qibing 

One HIV/AIDS centre for 
orphanage kids but needs 
municipal intervention and 
health department for 
management and control in 
order to benefit the 
community at large. 

Many disabled 

Welfare organization 

Kanana 

No Old age home 

Many disabled 

Welfare organization 

Ebenhaeserhoogte 

No old age home 

Many disabled 

Welfare organization 


Source: Naledi Municipality Baseline Info: 2006/2007 




There is a clinic in Morojaneng and Dewetsdorp, between Van Stadensrus and Thapelong and 
a mobile clinic (one only in Morojaneng) that visits surrounding farms and three clinics in 
Wepener, (one only in Qibing) that operates 24 hours a day. The clinics provide all the usual 
services like minor ailment, TB, antenatal, family planning, chronic diseases and AIDS 
counseling. 

5.8.3 Education and Training 

The table below gives a summary of the education facilities available: 

Table 2. 8. 3.1: Education indicators 


Level 

Indicators 

Dewets 

dorp 

Morojaneng 

Van 

Stadensrus 

Thapelong 

Wepener 

Qibing 

Pre 

School 

Creches 

1 

7 


1 

2 



Schools 

1 



1 

2 



Learners 

254 



287 

590 



Educators 

22 



11 

21 



Classrooms 

23 



7 

20 



Learner/Educator 

ratio 

23:1 



26:1 

1:41 



Classroom/Educator 

1:1 



1 

1:1 


DC 

< 

ratio 







DC 

a. 

Pass rate 

98% 



94,4% 

81,2% 



Schools 

1 

1 






Learners 

254 

1 225 






Educators 

22 

39 






Classrooms 

23 

27+2 





> 

DC 

< 

Q 

2 

Learner/Educator 

ratio 

23:1 

45 





O 

U 

LIJ 

in 

Classroom/Educator 

ratio 

1:1 

1:1 









Pass rate 

98% 

+/-50% 






Source: Naledi Municipality Baseline Info: 2006/2007 (Complete Information could not be 
availed by key role players) 


5.8.4 Sport & Recreation 

The municipal area consists of a wide variety of sporting fields, which are either under-utilized or 
not maintained. Some of these formal sporting fields need total upgrading. In Vanstadensrus, 
there is a serious need for upgrading of Sport grounds. The Wepener swimming pool needs a 
feasibility study. 

Table 2. 8.4.1 Sports facilities 


Facilities 

Dewetsdorp 

Van Stadensrus 

Wepener 

Naledi Sports 

Council 

1 

1 

1 

FIELDS 

FIELDS 

FIELDS 

FIELDS 

Soccer 

2 

1 

3 

Rugby 

1 

0 

1 

Golf 

1 

0 

1 

Athletics 

2 

0 

1 

Swimming pool 

1 

0 

1 

Cricket 

0 

0 

1 

Hockey 

0 

0 

0 

Tennis 

2 

1 

1 

Netball 

2 

0 

1 

Squash 

0 

0 

0 

Bowling 

1 

0 

1 

Badminton 

0 

0 

0 

Boxing 

0 

0 

0 
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Facilities 

Dewetsdorp 

Van Stadensrus 

Wepener 

Karate 

0 

0 

0 

Basketball 

1 

0 

1 

Horse riding 

0 

0 

0 


Source: Naledi Municipality Baseline Info: 2006/2007 

5.8.5 Public safety and security 

Table 2. 8. 5.1 Safety and Security Services 


AREA 

POLICE 

STATIONS 

SAPS 

MEMBERS 

VEHICLES 

CPF 

Dewetsdorp 

1 

25 

6 

- 

Morojaneng 

0 

0 

0 

- 

DEWETSDORP 

1 

25 

6 

1 

Van Stadensrus 

1 

9 

2 

- 

Thapelong 

0 

0 

0 

- 

VAN 

STADENSRUS 

1 

9 

2 

1 

Wepener 

1 

37 

8 

1 

Qibing 

0 

0 

0 

- 

WEPENER 

1 

37 

8 

1 

TOTAL 

3 

71 

16 

3 


Source: Naledi Municipality Baseline Info: 2005/2006 (Estimates) 

There is a high level of stock theft throughout the municipal area. Domestic violence and social 
crimes are on the rise in the whole municipal area. There is a general frustration with regards to 
the legal system and its implications on the community at large (systems in place to alleviate the 
situation - joint operations constitution of all relevant stakeholders). 





